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3 

I 

<A 


CARL HEGER, 


2 

CALLED UPON ORAL 

EXAMINATION BY COUNSEL FOR THE 


3 

PLAINTIFF, AFTER 

HAVING BEEN FIRST DULY SWORN, WAS 


4 

EXAMINED AND DEPOSED AS FOLLOWS: 


5 


# # * # # 


6 


EXAMINATION 


7 

BY MR. TOPMAN: 



5 

Q. » 

GOOD MORNING, MR. HEGER. MY NAME IS 


9 

BRUCE TOPMAN. 

O 


10 

A . 

GOOD MORNING. 


11 

Q . 

I REPRESENT LIGGETT IN THE LAWSUIT 


12 

AGAINST BROUN t 

WILLIAMSON. 


13 


CAN YOU PLEASE STATE YOUR CURRENT 


14 

EMPLOYMENT, SIR? 

O' 


15 

A . 

SENIOR VICE-PRESIDENT OF FINANCE. 


lb 

Q . 

AT BROWN & WILLIAMSON? 


17 

A. 

AT BROUN t WILLIAMSON. 


18 

Q. 

OKAY. WHERE DID YOlf GRADUATE COLLEGE 


19 

FROM? 



2D 

A . 

BELLARMINE COLLEGE IN LOUISVILLE, 


21 

KENTUCKY. 



22 

Q . 

AND WHAT WAS YOUR DEGREE? 





23 

A. 

B.A., BACHELOR OF ARTS. 


24 

Q . 

AND WHEN DID YOU GRADUATE? ^ 


25 

A . 

1961 . 




P 0 i o 

p. 
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Q . 

DID YOU TAKE ANY GRADUATE TRAINING 7 


2 


A . 

NO. 


3 


0 . 

FROM THE TIME YOU GRADUATED TO THE 


4 

PRESENT 

TIME HAVE 

YOU TAKEN ANY GRADUATE TRAINING? 


5 


A . 

I ATTENDED THE ADVANCED MANAGEMENT 


6 

PROGRAM 

AT HARVARD. 


7 


Q . 

WHEN DID YOU DO THAT? 


a 


A . ® 

1978. 


9 


Q . 

HOW LONG WAS THAT COURSE? 




< 



ID 


A . 

13 WEEKS. 


11 


Q . 

AR£> YOU A CERTIFIED PUBLIC ACCOUNTANT? 

12 


A . 

NO* 1‘M NOT. 

O 


13 


Q . 

HAVE YOU EVER TAKEN THE TEST FOR 


14 

CERTIFIED PUBLIC 

ACCOUNTANT?'?' 


15 


A . 

NO, I HAVE NOT. 


14 


Q . 

AFTER YOUR GRADUATION FROM COLLEGE 


17 

WHERE DID YOU GO 

TO WORK? 


IB 


A . 

A SMALL PUBLIC ACCOUNTING FIRM IN 


19 

LOUISVILLE* LOUIS ACKERSON. p. 


20 


0 . 

THAT’S THE NAME OF THE FIRM? 


21 


A . 

LOUIS ACKERSON AND COMPANY. 


22 


Q . 

HOW LONG WERE YOU THERE, SIR? 

0 


23 


A . 

6 MONTHS. 


24 


Q . 

AND FROM THERE WHERE DID YOU WORK? 


25 


A. 

MCKESSON & ROBBINS WHOLESALE DRUG 
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COMPANY 


WHAT UAS YOUR JOB THERE? 


ACCOUNTANT TRAINEE. 


HOU LONG UERE YOU THERE? 


2 YEARS 


AND FROM THERE WHERE DID YOU GO? 


BROUN 8. WILLIAMSON. 


Q. 9 


THAT WOULD HAVE BEEN — WOULD HAVE 


BEEN UHAT YEAR ROUGHLY? 


1963. 


Q. UH&T UAS YOUR POSITION AT THAT TIME? 

A. JUNIOR ACCOUNTANT. 

Q. WOULD YOU JUST DESCRIBE FOR ME. IF YOU 

WOULD. BRIEFLY. THE SUBSEQUENT POSITIONS YOU HELD AT 
BROWN 8. WILLIAMSON AND THE TIME PERIODS WHEN YOU HELD 


THEM? 


I HAD A NUMBER OF POSITIONS IN THE 


GENERAL ACCOUNTING DEPARTMENT FOR A PERIOD OF 3 OR 4 
YEARS, THEN I MOVED TO THE BUDGET DEPARTMENT AS JUNIOR 
BUDGET ANALYST, AND AFTER THAT I BECAME SUPERVISOR IN 
THE INTERNATIONAL ACCOUNTING DEPARTMENT. ^ 

SUBSEQUENT TO THAT I MOVED TO A 

9 

DIVERSIFIED COMPANY OF BROWN 8. WILLIAMSON IN SAINT LOUIS 
AND BECAME THE CONTROLLER OF A SMALL SEA FOOD COMPANY* 


AFTER THAT I RETURNED TO BROWN 


Hi 2038: 
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25 


4, 


WILLIAMSON AFTER ONE YEAR AND RETURNED TO BROWN & 
WILLIAMSON AS A SPECIAL ANALYST. 




AFTER ANOTHER YEAR I BECAME THE 
MANAGER OF THE EXPORT ACCOUNTING DEPARTMENT. 

AFTER THAT I BECAME MANAGER OF THE 
BUDGET AN£ COST DEPARTMENT. AND AFTER 5 MONTHS AT THAT 
POSITION I BECAME CONTROLLER OF BROWN 8. WILLIAMSON. 

0. ® AND WHEN WAS THAT, SIR? 

A. THAT WAS 1975. 

o 

IN 1979 1 BECAME A VICE-PRESIDENT. MY 
TITLE WAS VICE-PRESIEPENT AND CONTROLLER. A YEAR LATER I 
BECAME THE VICE-PRESIDENT OF FINANCE. 2 YEARS LATER I 
MOVED TO B.A.T.U.S. ON SPECIAL ASSIGNMENT. 

Q. WHAT TIME ?RAME ARE WE IN NOW? 

A. 1 MOVED TO B.A.T.U.S. IN JANUARY OF 

1982 ON SPECIAL ASSIGNMENT, HAD A*fNUMBER OF POSITIONS AT 

B.A.T.U.S., CAME BACK TO BROWN 8. WILLIAMSON IN 

<? 

SEPTEMBER, 1983, AS AGAIN THE VICE-PRESIDENT OF 
FINANCE. I BECAME SENIOR VICE-PRESIDENT FINANCE AND 
CHIEF FINANCIAL OFFICER IN JUNE 1984. 

Q. AS VICE-PRESIDENT OF FINANCE BEGINNING 

IN SEPTEMBER OF ' 83, TO WHOM DID YOU REPORT AT BR^WN 8. 
WILLIAMSON? 

A. TO JOHN MCDONOUGH. * 

0. WHAT WAS HIS TITLE? 

THOMPSON, COULTER, GETTELFINGER 8. PATEnB24 20 39 

(502) 582-14,27 


http://legacy.library.ucsf.ecffii^6BcWffBtf)j0Wpdtv!4ndustrydocumerite.uc-sf.eeltt/elocs/lfxl0001 


o-> 



CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 





A . 

7 

SENIOR VICE-PRESIDENT OF FINANCE AND 

2 

CHIEF FINANCIAL 

OFFICER. 


r* 


3 

Q . 

AND DID YOU CONTINUE — HOW LONG DID 

4 

Y014> CONTINUE TO 

REPORT TO MR. MCDONOUGH? 

5 

A . 

UNTIL JUNE OF 1984. 

6 

Q . 

DID HE LEAVE BROWN & WILLIAMSON AT 

7 

O' 

THAT TIME? 


8 

A. ® 

YES . 

9 

Q . 

AND HE WENT TO B.A.T.U.S.? 

10 

A . 

o 

THAT'S CORRECT. 

11 

Q . 

DUGING THAT PERIOD WHEN YOU WERE 

12 

SENIOR — WHEN 

YOU WERE V.P. OF FINANCE SEPTEMBER OF '83 

13 

THROUGH JUNE OF 

'84 WHO REPORTED TO YOU AT BROWN & 

14 

WILLIAMSON? 

<?• 

15 

A . 

THE CONTROLLER, THE AUDIT MANAGER, THE 

16 

MANAGER OF FINANCIAL OPERATIONS, ^HE INTERNATIONAL 

17 

CONTROLLER AND 

THE CONTROLLER OF LEAF. 

18 

Q . 

THE CONTROLLER OF LEAF WAS MR. INGRAM? 

19 

A . 

YES. p, 

20 

Q . 

AND THE GENERAL CONTROLLER WAS MR. 

21 

BACON? 

<> 

22 

A . 

YES. 

23 

Q. 

0 

WHO IS THE MANAGER OF FINANCIAL 

24 

OPERATIONS? 


25 

A . 

JIM ADAMS. 
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YOU? 


AND DID MR. DIEBOLD ALSO REPORT TO 


I'M NOT SURE HE DID AT THAT TIME. HE 


MAY^ HAVE . I'M NOT SURE. 


MR. MCDONOUGH? 
O' 


OKAY. HE MAY HAVE ALSO REPORTED TO 


EITHER MCDONOUGH OR TONY BACON, 


Q. 9 


AND AFTER YOU BECAME SENIOR 


VICE-PRESIDENT IN JUNE OF '84 DID THE SAME PEOPLE 

O 

CONTINUE TO REPORT TO YOU? 

A. 1 ►qNOU THAT MR. DIEBOLD REPORTED TO ME 

AT THAT TIME. AND THE REMAINDER OF THE PEOPLE — THE 

0 

BEST I CAN REMEMBER UE DID NOT MAKE ANY CHANGES, THE 
SAME PEOPLE REPORTED TO ME. O' 

Q. SO MR. BACON CONTINUED TO REPORT TO 

YOU AS WELL? ^ 

A. YES, YES. 

Q. AND YOU HAD CONTINUED IN THESE 

POSITIONS, SENIOR VICE-PRESIDENT, CHIEF FINANCIAL 

OFFICER FROM JUNE OF '84 THROUGH THE END OF 1985? 

A. YES. v 

0. AND THE SAME PEOPLE CONTINUED TO 

«> 

REPORT TO YOU THAT YOU DESCRIBED DURING THAT PERIOD? 


THE ORGANIZATION HAS CHANGED IN THA’f 


TIME FRAME. 
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IT HAS? 


YES . 


OKAY. CAN YOU JUST DESCRIBE FOR ME 


BRIEFLY HOU IT CHANGED? 


TO MR 


AD£MS 


UIELL> THE CREDIT DEPARTMENT REPORTED 


THE CREDIT DEPARTMENT NO LONGER REPORTS 


TO THE FINANCE DEPARTMENT. THAT UAS ONE CHANGE. 

® IN ADDITION I HAVE REPORTING TO ME THE 

PLANNING DEPARTMENT AND I ALSO HAVE REPORTING TO ME THE 


ID M.I.S. DEPARTMENT 


12 DEPARTMENT? 


15 YOU, 


IB REPORT TO YOU? 


UHQ> UAS HEAD OF THE PLANNING 


AT UHAT TIME 7 


AT THE TIME THEY BEGAN TO REPORT TO 


TED PARRACK 


AND WHEN DID MR. PARRACK BEGIN TO 


IT UAS IN EITHER JUNE 0£ JULY, 1986. 
UOULD YOU BRIEFLY DESCRIBE FOR ME THE 


21 RESPONSIBILITIES THAT YOU HAD AT BROUN 8. UILL f*AMSON AS 

22 THE VICE-PRESIDENT OF FINANCE, SEPTEMBER 'B3 THROUGH 


23 JUNE J 84? 


MY RESPONSIBILITIES UERE TO OVERSEE* 


25 ALL OF THE OPERATIONS THAT REPORTED TO ME AND U1TH A 
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HEAVY EMPHASIS ON CONtROL, REPORTING TO MR. MCDONOUGH 
AND TO BE SUPPORTIVE OF THE SENIOR MANAGEMENT AT BROUN 8. 
WILLIAMSON. 

Q. OKAY. WHEN YOU SAY REPORT TO MR. 

O 

MCDONOUGH THAT'S BECAUSE HE WAS YOUR SUPERIOR AT BROUN & 

WILLIAMSON AT THE TIME? 
vJ' 

A. THAT'S CORRECT. 

Q. 5 DID YOUR RESPONSIBILITIES CHANGE IN 

ANY WAY AFTER YOU BECAME SENIOR VICE-PRESIDENT AND CHIEF 
FINANCIAL OFF I CEr' IN JUNE OF '84? 

A. YESj* THEY DID. 

Q. CAN YOU EXPLAIN HOU IT CHANGED? 

O 

A. WELL. I WAS THE CHIEF FINANCIAL 

OFFICER RESPONSIBLE FOR THE FINANCIAL DECISIONS AND A 
MEMBER OF THE BROUN 8. WILLIAMSON EXECUTIVE COMMITTEE. 


DID YOU ATTEND ^XECUTIVE COMMITTEE 


MEETINGS? 


CERTAINLY. 


WERE THERE EXECUTIVE COMMITTEE 

9 


MEETINGS REGULARLY HELD? 


HOW REGULARLY? 


GENERALLY ONCE A WEEK. 


AND WHO BESIDES YOURSELF WAS A MEMBER 


OF THE EXECUTIVE COMMITTEE IN JULY OF '84^ 
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DO YOU RECALL — 

<> 

THERE UAS ONE OTHER PERSON ON THE 


1 1 

A. DR. HUGHES. MR. ALAR. MR. SANOEFUR. 

THAT'S IT. 

0. PUTTING ASIDE FOR THE MOMENT DR. 

HUC^ES. DID THE MEMBERSHIP OF THE EXECUTIVE COMMITTEE 

CHANGE FROM JULY OF '64 THROUGH DECEMBER OF '85? 

A. THE MEMBERSHIP OF THE EXECUTIVE 

& 

COMMITTEE CHANGED SUBSEQUENTLY TO JUNE OF '84, BUT I 
DON'T REMEMBBR THE DATE. 

Q. HOU DID IT CHANGE? 

o 

A. MR. BLOTT AND MR. LOUDENNBECK WERE 

ADDED TO THE EXECUTE# COMMITTEE. 

Q . 

A . 

EXECUTIVE COMMITTEE. MR. DEWITT. 

Q. UAS HE ORIGINALLY ON THE COMMITTEE? 

A. YES. ^ 

Q. AND DO YOU RECALL WHETHER MR. BLOTT 

UAS ADDED TO THE EXECUTIVE COMMITTEE MEMBERSHIP IN 1984? 

A. I DON'T RECALL. 

Q . 

RECALL UHETHER IT UAS '84 OR '85? 

A. I DON'T RECALL. 

Q. UHAT UERE MR. BLOTT'S 

RESPONSIBILITIES AT THAT TIME? 

A. JUNE OF 1984? 

THOMPSON, COULTER, GETTELFINGER t PATEN 
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I'LL WITHDRAW IT, MR. HEGER, SINCE YOU 


CAN'T REMEMBER EXACTLY WHEN HE WAS ADDED. 


:XE£UT 


WAS ANYBODY ELSE PRESENT AT THE 


IVE COMMITTEE MEETINGS WHICH YOU ATTENDED OTHER 


5 THAN MEMBERS OF THE EXECUTIVE COMMITTEE? 

6 MR. KLOT2 • OBJECT TO THE FORM. 
vJ' 

7 A. THERE GENERALLY ARE OTHER PEOPLE 

B PRESENT AT THE EXECUTIVE COMMITTEE MEETINGS. 

9 Q. WAS ANYBODY REGULARLY IN ATTENDANCE? 


11 0. WER£ THERE ANY MINUTES OR NOTES KEPT 

12 OF THESE EXECUTIVE COMMITTEE MEETINGS? 

O 

13 A. IN REGARDS TO APPROVALS OF CAPITAL 

14 EXPENDITURES, YES. 

15 Q. ANY OTHER MATTERS THAT WERE ADDRESSED 

IL BY THE EXECUTIVE COMMITTEE? ^ 

17 A. NOT THAT I CAN RECALL. 

18 Q. THERE WAS NO MEMBER ^APPOINTED AS A 

19 SECRETARY TO TAKE NOTES OR ANYTHING LIKE THAT? 

P 

20 A. MR. DEWITT WAS THE SECRETARY. 


OKAY. DID YOU TAKE NOTES AT*' ANY OF 


22 THESE MEETINGS? 


23 A. NOT THAT I RECALL. 

24 Q. AFTER EXECUTIVE COMMITTEE MEETINGS * 

25 WERE ANY MINUTES OF THE MEETINGS PREPARED OR DRAFTS OF 
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13 

THOSE MINUTES? 

A. MINUTES WERE PREPARED BACK IN SOME 

TIME FRAME — I'M NOT SURE OF THE DATES — THAT WOULD 
SPECIFY CERTAIN CAPITAL PROPOSALS WERE APPROVED. 


Q . 


MINUTES? 


& 
A . 


THAT WOULD BE THE EXTENT OF THE 

TO THE EXTENT THAT I CAN RECALL , YES. 
LET'S MARK AS HEGER EXHIBIT 1 FOR 


IDENTIFICATION A DOCUMENT ENTITLED, "BROWN &> WILLIAMSON 

TOBACCO CORPORATION TOBACCO GROUP FINANCIAL REPORT 

DECEMBER 1985," STAMF=, NUMBERS ARE S-1077 THROUGH 1121. 

(WHEREUPON, HEGER DEPOSITION EXHIBIT 1 
O 

WAS MARKED FOR IDENTIFICATION.) 

Q. CAN YOU IDENTIFY WHAT'S BEEN MARKED AS 

HEGER EXHIBIT 1 FOR IDENTIFICATION? 

A. THAT'S THIS DOCL^IENT? 

Q. YES, THE DOCUMENT — YOU SEE THERE IS 

A STAMP AT THE BOTTOM IN RED THERE TH/?T SAYS HEGER 1. 

YES, GOT IT 


A . 

THIS DOCUMENT 

Q. 

A . 

Q. 

A . 

Q . 


YES, I CAN IDENTIFY 


WHAT IS IT, SIR? v 

IT'S THE MONTHLY FINANCIAL REPORT 
AT BROWN 8. WILLIAMSON? 

YES . 

BROWN & WILLIAMSON PREPARES A REPORT 
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OF THIS TYPE EACH MONTH? 


CORRECT 


OKAY. AND IT'S PREPARED BY YOUR 


DEFfrARTMENT' 7 


A. YES. 

Q. OKAY. DOES THE FINANCIAL REPORT FOR 

DECEMBER 1985 REFLECT ALL THE FINAL YEAR END FINANCIAL 
DATA? $ 

A. THIS APPEARS TO BE THE FINAL REPORT. 


Q. OKAY. AND IT WOULD. THEREFORE. 

REFLECT ANY YEAR ENDoLIFO ADJUSTMENTS; IS THAT CORRECT? 


Q. TURN TO THE PAGE ENTITLED. "TOBACCO 

GROUP MANAGEMENT INCOME STAfEMENT DECEMBER. '85" STAMP 
NUMBERS S-1084. DO YOU HAVE THAT, MR. HEGER? 

A. (NODDED HEAD AFFIRMATIVELY.) 

Q. WHAT DIVISIONS OR OTHER PROFIT CENTERS 

9 

MAKE UP THE TOBACCO GROUP WHICH IS REFERENCED AT THE 
TITLE OF THIS PAGE? p. 

A. THIS PAGE IS THE TOTAL TOBACCO GROUP. 

Q. ARE THERE LIKE DIVISIONS OR^PROFIT 


CENTERS THAT COMPRISE THE GROUP? 


YES, THAT ARE INCLUDED IN THIS REPORT 
AND ARE THEY IDENTIFIED ON THIS PAG'I 


AS DOMESTIC INTERNATIONAL AND E.L.T.? 
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AND E.L.T. IS EXPORT LEAF TOBACCO! IS 


THAT CORRECT? 


CORRECT. 


IF YOU WOULD TURN TO THE PAGE 


ENTITLED. "DOMESTIC SALES QUANTITIES. DECEMBER 1985." 
O' 


S-l091 IS THE STAMP NUMBER. THIS PAGE REFLECTS THE 


QUANTITIES OF CIGARETTES AND S.T.P. PRODUCTS THAT WERE 


SOLD AND UHICH ARE REFLECTED IN THE GROSS PAID SALES 


DOMESTIC COLUMN ON THE MANAGEMENT INCOME STATEMENT? 


YES • 


OKAY. THE THIRD LINE TOWARDS THE 
O 


BOTTOM OF THE CIGARETTE SECTION, DOMESTIC SALES 


QUANTITIES, SHOWS A LINE ITBM FOR GENERICS. DO YOU SE$ 


THAT, SIR? 


YES. 


WERE THERE ANY, IN EITHER 1984 OR 


1985, INTERNATIONAL SALES OF GENERIC CIGARETTES 


MANUFACTURED BY BROWN 8, WILLIAMSON? 


NOT THAT I CAN REMEMBER. 


ALL THE SALES WERE BASICALL^ DOMESTIC} 


FOR GENERICS? 


YES. 


AT THE BOTTOM OF THE DOMESTIC SALE^ 


QUANTITIES PAGE, THERE IS A SMALLER BOX ENTITLED S.T.P 
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PRODUCTS. WHAT DOES THAT REFER TO, SIR? 


A . 
Q 
A . 
Q 


SPECIALTY TOBACCO PRODUCTS. 

THOSE ARE NON-CIGARETTE PRODUCTS? 
CORRECT. 

OKAY. WHERE IT SHOD?: IN PARENTHESES 


IN M POUNDS, THE M STANDS FOR THOUSANDS: CORRECT? 
A. YES. 


Q . 


5 


THAT'S THOUSANDS OF POUNDS OF FINISHED 


GOODS AS OPPOSED TO THOUSANDS OF POUNDS OF TOBACCO 

O 

GOODS: IS THAT RIGHT? 

A. THIjS WOULD BE SALES OF FINISHED GOODS. 

Q. OKAY. GOING DOWN THE PRODUCTS THAT 

<> 

ARE LISTED THERE WHICH ARE NON-CIGARETTE, THAT'S PIPE -- 
IS PIPE TOBACCO? 

A . 

Q . 

A . 

PRODUCT. 

Q . 

A . 

Q . 

LAREDO? 

A . 

CIGARETTE PRODUCT. 

Q . AGAIN A TOBACCO -- 


YES . 

WHAT DOES LAREDfy REFER TO? 

LAREDO IS ROLL YOUR OWN CIGARETTE TYPE 

O 

IT'S TOBACCO PRODUCT? 

P 

IT'S A TOBACCO PRODUCT. 

AND THEN IT SAYS ROLL YOUR (ftlN BELOW 


© 


THAT IS ANOTHER ROLL YOUR OWN 
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YES . 


CHEWING TOBACCO. I UNDERSTAND. AND 


SNUFF IS ALSO TOBACCO PRODUCT? 


YES. ALL TOBACCO PRODUCT. 


OKAY. THE WORDS "FANCY GOODS." DOES 


THAT HAVE ANY APPLICATION TO THESE CATEGORIES? 


YES . 


WHICH ONES? 


ROLL YOUR OWN. 


OWN? 


WITH OR WITHOUT LAREDO, JUST ROLL YOUR 


A. JUST ROLL YOUR OWN. 

P 

Q. LET ME SHOW YOU WHAT'S BEEN 

PREVIOUSLY MARKED AS BACON EXHIBIT 7. 

MR. KLOTZ: DO YOU HAVE A COMPLETE .SET 

OF FINANCIAL STATEMENTS, BY THE WAY? I UNDERSTOOD OVER 

* 

THE LAST COUPLE OF DAYS THERE WAS AN ISSUE ABOUT WHETHER 

YOU HAD ALL OF THEM OR NOT. 

Q. IT'S MY UNDERSTANDING THAT THE 

P 

DECEMBER '04 FINANCIAL WE DO HAVE IS REDACTED. 

MR. KLOTZ: YOU DO NOT HAVE PAN 
UNREDACTED DECEMBER 1984? 

MR. TOPMAN: IS THAT RIGHT, JIM? 

MR. CONDREN: IF YOU CAN HOLD ON A ^ 
SECOND, I WILL TELL YOU EXACTLY WHAT WE DON'T HAVE. 
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MR. TOPMAN: REGARDING TOBACCO GROUP 


FINANCIAL REPORTS. 


MR. CONDREN: UE DO NOT HAVE 

UNREDACTED COPIES OF THOSE REPORTS FOR JULY 'B4 THROUGH 
G 

AND INCLUDING APRIL '85, AND ALSO JUNE '85. UE HAVE ALL 

OF THEM IN UNREDACTED FORM — EXCUSE ME, IN REDACTED 
G 

FORM. UE HAVE ALL IN THE REDACTED FORM. UE DON'T HAVE 


THOSE IN UNRE^JACTED FORM. 

MR. KLOTZ ! I UILL HAVE THOSE SENT OUT 
FROM NEU YORK AI if* EXPRESS. IF THERE IS ANY PROBLEM UE 


UILL GET ANOTHER SET OF THEM, 

O 


MY UNDERSTANDING, INCIDENTALLY, IS I'M 
TOLD UE THOUGHT UE PRODUCED THEM IN UNREDACTED FORM, BUT 


I DON'T UANT TO MAKE AN I 


ssu£ 


OUT OF THEM. 


Q. LET ME JUST DIRECT YOUR ATTENTION TO 

THE STAMP NUMBER PAGE 199085 ENTITLED, "1985 CALENDAR 

* 

YEAR USINGS." 

UNDER THE UORDS SMOKING THERE IS A 

LINE ITEM THAT SAYS, APPARENTLY ABBREVIATED, CIGARETTES 

* 

PER POUND. THEN IT HAS ACROSS FROM IT ADO. 

IS THAT A METHOD BY UH1CH THE S.T.P. 

PRODUCTS ARE CONVERTED INTO AN EQUIVALENT OF NUMBER OF 

5 

CIGARETTES? 

MR. KLOTZ: OBJECT TO THE FORM. * 

HAVE YOU EVER SEEN THIS DOCUMENT 
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BEFORE 9 

THE WITNESS: NO. 

MR. KLOTZ: YOU SHOULD ANSWER THE 
QUESTION WITHOUT REFERENCE TO THE DOCUMENT. 

MR. TOPMAN: WHY? 

. MR. KLOTZ: UNLESS THE DOCUMENT MEANS 

O' 

SOMETHING TO HIM. 

9 MR. TOPMAN: I'M NOT INSTRUCTING HIM TO 

WHAT TO DO. I'M JUST ASKING HIM A SIMPLE QUESTION. 

o 

A. I KNOW THERE ARE APPROXIMATELY ADD 

CIGARETTES TO A POUND OF TOBACCO. I DON'T KNOW WHAT 

THIS DOCUMENT REFERS TO.. 

<> 

Q. NO. I'M NOT — I UNDERSTAND YOU'VE 

NEVER SEEN THE DOCUMENT BEFcf&E. THIS IS MY QUESTION. 

MY QUESTION IS. TO CONVERT THE S.T.P. PRODUCTS THAT ARE 

LISTED ON THE DOMESTIC SALES QUANTITY. IS THERE SORT OF 

A RULE OF THUMB AT BROUN 8. WILLIAMSON THAT ADO POUNDS OF 

5 

THOSE PRODUCTS ARE EQUIVALENT TO A CERTAIN NUMBER OF 
CIGARETTES? 

A. FOR SPECIAL ANALYSIS PURPOSES. YES. 

BUT NOT FOR ACCOUNTING. 

Q. OKAY. AND IT'S AOD POUNDS OF T^OSE 

PRODUCTS THAT ARE EQUIVALENT TO A THOUSAND CIGARETTES 9 
A. ADO CIGARETTES TO A POUND OF TOBACC&. 

Q. I SEE. SO THAT FOR EACH POUND OF . 

c 
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I 


2 

3 

4 

5 
b 
7 

a 

? 

10 

n 

12 

13 

14 

15 
lb 

17 

18 
1? 
2D 
21 
22 

23 

24 

25 


2D 

THESE S.T.P. PRODUCTS THAT UE SEE ON THE DOMESTIC SALES 
QUANTITY HEGER 1, IT'S EQUIVALENT TO 400 CIGARETTES' 7 

I 

MR. KLOTZ : OBJECT TO THE FORM. 

USING THAT ANALYSIS RULE OF THUMB? 

YES . 

THANK YOU. 

DO YOU RECOGNIZE THE HANDWRITING ON 
THIS PAGE. REFERRING TO BACON EXHIBIT 7? 


Q . 

A . 

Q . 
<S> 


A . 
Q . 
A . 
Q . 


YES . 


AND WHOSE HANDWRITING IS THAT? 


CO^LRAD KLEIN. 


OKAY. IF YOU ARE — STILL LOOKING AT 
THE SAME PAGE IN BACON 7 ENTITLED. "1965 CALENDAR YEAR 
USINGS" THERE IS ON THE BOTTOM HALF OF THE PAGE THE 
ABBREVIATION STRP. CNT. 

THAT STANDS FOR^STRIP CONTENT? 

A. YES. 

Q. AND THE STRIP CONTENT NUMBERS USED 

CALCULATE THE AMOUNT OF TOBACCO IN A GIVEf^ NUMBER OF 
CIGARETTES? 

MR. KLOTZ : OBJECT TO THE F<$feM. 

A . NO . 

Q. WOULD YOU EXPLAIN WHAT THE FUNCTIONAL 

MEANING OF STRIP CONTENT IS? * 

A. AS FAR AS THIS SHEET OF PAPER I CAN'T 
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OKAY. DO YOU HAVE A GENERAL 


UNDERSTANDING OF THE TERM -- 


A Q. — AT BROUN 8. UILLIAMSON? 

5 A. YOU BUY GREEN TOBACCO AND RE-DRIED IT 

6 HAS SO MUCH OF A YIELD IN STRIP CONTENTS. 

7 Q. OKAY. IF YOU LOOK ON THE SAME PAGE 

a IN FRONT OF Y<OU YOU SEE A LINE ITEM CALLED GREEN YIELD. 

9 IS THAT THE FACTOR THAT IS CONVERTING THE RE-DRIED — 

O 

ID THAT IS USED TO CONVERT RE-DRIED USINGS INTO GREEN 

11 USINGS' 7 0 

12 MR. KLOTZ: OBJECT TO THE FORM. 

■0 

13 A. IT APPEARS TO BE. 

14 Q. OKAY. IN IseHHAT FASHION DOES THE STRIP 

15 CONTENT CALCULATION DIFFER FROM THE GREEN YIELD 

16 CALCULATION IF IT DOES? ^ 

17 MR. KLOTZ • OBJECT TO THE FORM. ARE 

18 YOU ASKING HIM GENERALLY HOU A STRIP CONTENT CALCULATION 

19 DIFFERS FROM GREEN YIELD CALCULATION? 

P 

20 MR. TOPMAN: YES. 


MR. KLOTZ: YOU'RE NOT ASKII^fe HIM TO 


22 INTERPRET WHAT MR. KLEIN WAS DOING HERE? 


MR. TOPMAN: NO. 


MR. KLOTZ: FINE. DO YOU UNDERSTAND^ 


25 THE QUESTION? 
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UOULD YOU REPEAT THE QUESTION? 

SURE . 

HOU DOES A STRIP CONTENT CALCULATION 
DIFFER. IF IT DOES. FROM A GREEN YIELD CALCULATION? 

A. IF UE'RE TRYING TO MAKE A 

CALCULATION. IF UE'RE TALKING ABOUT GOING FROM GREEN TO 
RE-DRIED OR FROM RE-DRIED TO GREEN. AND YOU USE THOSE 
TERMS SYNONYMOUSLY, I DON'T BELIEVE THERE IS A 
DIFFERENCE. 

Q. ° THE DECEMBER- 1985 MONTHLY FINANCIAL 

REPORT HEGER EXHIBIT^ CONTAINS ON THE MANAGEMENT INCOME 

STATEMENT UNDER THE YEAR-TO-OATE HEADING COLUMNS HEADED 

<> 

ACTUAL AND LAST YEAR. 

THE ACTUALpOOLUMN REFLECTS THE 1985 
CALENDAR YEAR NUMBERS FOR MANAGEMENT INCOME STATEMENT; 
CORRECT? ^ 


A . 
Q . 


A. YES. 

Q. AND THE LAST YEAR NUMBERS REFLECT THE 

FINAL FIGURES FOR MANAGEMENT INCOMES FOR BROUN 8. 

UILLIAMSON FOR THE CALENDAR YEAR 1984? 

A. YES. * 

Q. AND AS TO THE '84 THING, THAT UOULD 

«» 

ALSO INCLUDE THE ALL YEAR END ADJUSTMENTS THAT HAD BEEN 
MADE FOR 1984? * 

A. YES. 
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0. IF YOU WOULD. TURN TO THE PAGE 

ENTITLED. "STATEMENT OF INTERNATIONAL PROFIT 

CONTRIBUTION," STAMP NUMBERS S-10911 IN HEGER EXHIBIT 1. 

A. PAGE 8? 

O 

Q. THE DOCUMENT IS INTERNALLY — YES, 

PAGE 5. 

THERE IS A FIRST LINE ITEM ENTITLED, 
"NET SALES V$LUE." AND THEN IF YOU TURN OVER THAT PAGE, 
THERE IS A PAGE ENTITLEO, "INTERNATIONAL SALES 
QUANTITIES." 

A . 

Q . 


Y 


E S‘ 


IS IT THE QUANTITIES UNDER THE 
HEADING, "EXPORT-IMPORT AND CONTRACT" THAT RELATE TO THE 
NET SALES VALUE FIGURE THAT APPEARS UNDER THE PROFIT 
CONTRIBUTION STATEMENT FOR INTERNATIONAL? 

A. YES. * 

Q. THE SALES QUANTITIES FOR INTERNATIONAL 

ALSO CONTAINS A SECTION ENTITLED LICENSEE? 

A. YES. 

P- 

Q. DO THE SALES QUANTITY VOLUMES IN THAT 

CATEGORY RELATE TO THE LICENSEE INCOME FIGURE^* THAT 
APPEAR ON THE PROFIT CONTRIBUTION STATEMENT FOR 

9 

INTERNATIONAL ON THE STAMP NUMBER 1099? 

A. YES. * 

Q. TURNING TO THE BACK OF THE PAGE 
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1 INTERNATIONAL SALES QUANTITIES* IT'S HEADED, "EXPORT- 

2 IMPORT AND CONTRACT." 

3 UHAT DO THOSE TERMS REFER TO? 

4 0 A. EXPORT REFERS TO CIGARETTES 

5 MANUFACTURED IN THE U.S. AND SOLD FOR EXPORT OUTSIDE OF 
4 THE U.S. 

vJ' 

7 IMPORTS ARE FOR PRODUCT OTHER THAN 

8 BROUN 8. WILL tAMSON MANUFACTURE THAT UE IMPORT AND SELL 

7 IN THE U.S. DUTY FREE MARKETS. 

o 

10 AND CONTRACT ARE THOSE CIGARETTES 

11 UHICH ARE B8.W OWNED TRADEMARKS THAT ARE MANUFACTURED 

12 UNDER CONTRACT BY VARIOUS COMPANIES OUTSIDE THE UNITED 

<> 

13 STATES. 

14 Q. OKAY. AS 3K) THE EXPORT ELEMENT, WHEN 

15 YOU SAY MANUFACTURE, IT'S MANUFACTURED BY BROUN 8. 

14 WILLIAMSON? ^ 

17 A. YES. 

16 Q. AS TO THE IMPORT SECTION, THAT IS 

17 MANUFACTURED BY COMPANIES OTHER THAN BROUI^ 8, WILLIAMSON 

20 OUTSIDE THE UNITED STATES? 

21 A. YES. ^ 

22 Q. DO THOSE COMPANIES PURCHASE TOBACCO 

© 

23 FOR THOSE PRODUCTS FROM BROWN 8. WILLIAMSON OR EXPORT 

24 LEAF? * 

25 A. POSSIBLY. 
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THEY ARE INDEPENDENT COMPANIES THOUGH 


FROM BROUN & WILLIAMSON? 


FROM BROUN 8. WILLIAMSON 


THE CONTRACT PORTION OF THE 


QUANTITIES. ARE THEY SOLD BY BROUN 8. WILLIAMSON? 


YES . 


DOES BROUN 8. WILLIAMSON SUPPLY THE 


8 TOBACCO TO THbsE CONTRACT MANUFACTURERS? 


PART OF THE TOBACCO 


AND THEY BUY THE REST OF THE TOBACCO 


11 FROM OTHER THIRD PARTIES? 


YES . 


13 Q. LOOKING AT THE SCHEDULE CAN YOU 

14 IDENTIFY WHICH PORTION OF IT^RELATES TO EXPORT, TO 

15 IMPORT AND TO CONTRACT? 


WELL, THE IMPORT? IS CLEAR. IT'S 


17 MARKED. 


18 Q. RIGHT. THAT IS A SEPARATE LINE ITEM? 

19 A. YES. THE EXPORT AND CONTRACT ARE 

2D LUMPED TOGETHER IN THE COLUMNS, IN ALL THE COLUMNS SO 

21 THEY CANNOT BE IDENTIFIED FROM THIS REPORT. 

22 Q. IN OTHER WORDS, THEY ARE BOTH II^CLUDED 

23 UNDER THE TOTAL B8.W BRANDS AND THE TOTAL BAT BRANDS AND 

24 THE TOTAL MOOREGATE BRANDS? 

25 A. YES. 


ttp ://legacy .-l+krapy. u 
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Q. DOES THE REGIONAL SUMMARY DO ANY 

BREAKOUT ALONG ANY OF THOSE LINES BETWEEN EXPORT, IMPORT 
'and CONTRACT? 

A. NO. SAME NUMBERS, WHICH BREAKS IT OUT 

BY BRAND. 

Q. I MEANT THE REGIONAL SUMMARY THAT IS 

O' 

BY COUNTRY IT APPEARS, STARTING WITH THE FAR EAST, THAT 
TYPE OF THING? THAT DOESN'T — 

A. DOES NOT. 

Q. °— TAKE US DOWN THE ROAD AT ALL? 

A. DOESN'T. DOESN'T HELP. 

Q. DOES THE FINANCIAL REPORT, MONTHLY 

FINANCIAL REPORT REFLECT ANY DATA IN IT WHICH WOULD 
ASSIST IN BREAKING OUT THE 3<^CATEG0R IES? 

A. NO, IT DOES NOT. 

Q. WHEN A CONTRACT MANUFACTURER MAY 

OBTAIN SOME OF HIS TOBACCO FROM BROUN 8. WILLIAMSON HE 
BUYS IT FROM THE COMPANY? 15 

A . YES . 


LIKE A REGULAR INDEPENDENT THIRD 


PARTY? 


THAT'S TRUE FOR IMPORT ALSO, TO THE 


EXTENT THEY GET TOBACCO? 


YES . 
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1 
2 

A 

3 A. YES. 

4 Q. UIHAT WOULD THEY BE IDENTIFIED AS OR 

5 CALLED? 

6 A. THERE IS — I DON'T KNOW UHAT THE 

vJ' 

7 TERMINOLOGY OF THE REPORT WOULD BE. THERE WOULD BE 
B SEVERAL REPORTS. 

9 Q. DO ANY OF THEM HAVE NAMES? 

O 

10 A. WELL. IT WOULD BE VARIOUS 

11 INTERNATIONAL REPORTSjON SALES QUANTITIES. 

12 Q. I SEE. IN THE 5-YEAR PLANS THAT 

13 BROUN 8. WILLIAMSON DOES , WHEN THEY REPORT EXPORT DOES 

14 THAT — IS THAT A TERM THAT COVERS ALL 3 CATEGORIES OR 

15 IS IT SIMPLY EXPORT? 



A. GENERALLY EXPORT^AND CONTRACT ARE 

LUMPED TOGETHER. 

Q. GOING DOWN TO THE SECTION BELOW CALLED 

LICENSEEE ON THE SALE PAGE INTERNATIONAL SALES 

$> 

QUANTITIES — 

A. YES. ^ 

Q. — WOULD YOU DESCRIBE FOR ME UHAT THAT 

TERM MEANS? 

A. WOULD YOU REPEAT THE QUESTION? * 

Q. YES. ON THE PAGE HEADED. 


WOULD YOU REPEAT THE QUESTION? 
YES. ON THE PAGE HEADED. 
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"INTERNATIONAL SALES QUANTITIES" IN HEGER 1 THERE IS A 


□ 

2 

BOX FOR -- ENTITLED, "LICENSEE." UHAT DOES THAT MEAN? 








3 

A . 

THESE ARE OUR SALES OF BROUN l 



4 

U I Ljal AMSON 0LINED 

TRADEMARKS BY LICENSEES, LICENSEES THAT 



5 

MANUFACTURE AND 

SELL THE PRODUCTS UNDER SOME LICENSEE 



& 

AGREEMENT. 


z 





o 




H 


7 

Q. 

THESE ARE PEOPLE THAT ARE OUTSIDE THE 

< 





o 


B 

UNITEO STATES*? 


H- 





NN' 

$j®j 


9 

A . 

YES . 





o 

1' 


10 

Q . 

AND IF THEY USED TOBACCO THEY GET 

afi 

;5K 


11 

FROM BROUN & UILLIAMScfiN OR E.L.T., THEY JUST BUY IT LIKE 

p 







12 

THIRD PARTIES? 


H 



<> 

o 





C/3 

W 

Z 

» 

13 

A . 

YES . 

Z 


14 

Q . 

uould you Turn to the page entitled, 



15 

"EXPORT LEAF TOBACCO STATEMENT OF PROFIT CONTRIBUTION" 

P 

z. 


16 

ON HEGER 1? 


« 





Q 

MH , 


17 

A . 

YES . 

to. 




5 

z 




© 


IS 

Q . 

IT'S HEAOED — AT THE TOP THERE IS A 

© 







19 

SECTION CALLED NET SALES POUNDS M. THAT ' POUNDS OF 



20 

TOBACCO IN THOUSANDS? 





<> 



21 

A . 

YES. 



22 

Q . 

DOES THAT REFLECT GREEN OR RE-DiyED 



23 

TOBACCO? 




24 

A . 

THAT IS RE-DRIED TOBACCO. * 



25 

Q . 

OKAY. THERE ARE SALES TO B.U.T., THE 

1 
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FIRST ITEM THAT'5 BROUN L UILLIAMSON; 15 THAT RIGHT? 


YES . 


Q. AND THAT‘S BASICALLY THEN JUST A 

TRANSFER OF THE TOBACCO FROM EXPORT LEAF' S INVENTORY TO 
BROUN & UILLIAMSON‘S INVENTORY? 

A. YES. 

Q. UHAT DOES SPECIAL ACCOUNTS. UHICH IS 

THE NEXT LINB ITEM REFER TO? 

A. THOSE ARE BAT ASSOCIATED COMPANIES 

o 

THAT ARE FAIRLY LARGE ASSOCIATED COMPANIES. 

Q. UH^T KIND OF TRANSACTION OR 

TRANSACTIONS DO THEY GENERALLY HAVE UITH E.L.T. SO THEY 

<> 

FORM A CATEGORY CALLED SPECIAL ACCOUNTS? 

A. THEY ARE CUSTOMERS UHO GENERALLY GIVE 

AN ORDER TO E.L.T. TO BUY AND PROCESS TOBACCO FOR THEM, 
AND THE TOBACCO IS GENERALLY SHIPPED AS SOON AS IT'S 


PROCESSED 


SO IT GOES INTO E.L.T.'S TOBACCO 


INVENTORY, THEN AFTER THEY PROCESS IT THE£ TAKE IT OUT 


OF THE INVENTORY? 


CORRECT. 


THE NEXT LINE ITEM IS CALLED STOCK 


PILE? 


YES . 


CAN YOU EXPLAIN UHAT THAT REFERS TO? 
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O' 


30 

A. THESE ARE ALSO BAT ASSOCIATED 

COMPANIES, GENERALLY SMALL ASSOCIATED COMPANIES THAT 

, 

ELECT -- THAT ORDER THEIR TOBACCO THE SAME WAY THAT 
SPECIAL ACCOUNTS DO BUT ELECT TO HOLD THEIR TOBACCO IN 
E.L.T. ACCOUNTS UNTIL THEY NEED IT. 

SO THAT WHEN THEY NEED IT, IT THEN 
GETS ENTERED INTO THE NET SALES COLUMN? 

A. 3 YES. 

Q. THEN AGAIN IT'S SIMILAR: IN OTHER 

o 

WORDS, THE WAY THEY TREAT THE LEAF INVENTORY THAT THEY 
DO FOR SPECIAL ACCOUNTS? 

A. YES. 

P 

Q. IS THERE ANY PREDOMINANT NUMBER IN THE 

CATEGORY OF OTHER? P' 

A. THESE ARE VERY FEW NON-RELATED 

CUSTOMERS THAT E.L.T. SELLS TOBACCp TO. 

Q. SO THAT REFLECTS A MOVEMENT OF 

E.L.T.'S INVENTORY OUT OF E.L.T. TO ANOTHER COMPANY? 

A. YES. 

P 

Q. DO YOU KNOW WHETHER THE E.L.T. CHARGES 

THE SPECIAL ACCOUNTS THE SAME BUYING AND DRYING RATE OR 
FEE THAT IT CHARGES TO BROWN 8. WILLIAMSON? 

3 

A. WOULD YOU REPEAT THE QUESTION? 

Q. DOES OR DID E.L.T. CHARGE THE SPECIAL 

ACCOUNTS THE SAME BUYING AND DRYING FEE THAT IT CHARGED 
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31 

BROUN 8. WILLIAMSON? 

A. TO THE BEST OF MY KNOWLEDGE. YES. 

Q. WOULD THAT ALSO BE TRUE FOR THE 

STOCKPILE ACCOUNTS AS WELL? 

A. YES. 

C^. AND ALSO TO THE OTHER ACCOUNTS? 

A. YES. 

Q. ® ON THE EXPORT LEAF STATEMENT OF 

PROFIT CONTRIBUTION THERE IS A LINE ITEM CALLED, "PROFIT 

Q 

CONTRIBUTION (REVISED BASIS)." 

WHAT DOES THE REVISED BASIS REFER TO? 

A. I DON'J RECALL. 

<> 

Q. DO YOU KNOW WHAT THE BUYING AND DRYING 

RATE THAT E.L.T. CHARGED IN ^985? 

A. NO. 

Q. SAME QUESTION FGfR 1984? 

A. NO. 

Q. UNDER THE E.L.T. PROFIT CONTRIBUTION 

SHEET THERE IS A LINE ITEM CALLED. "FI SC A^./ CALENDAR 
BUDGET ADJUSTMENT." 

DO YOU KNOW WHAT THAT REFERS TO? 

A. THERE ARE -- THERE WERE 2 BUDGETS 

MADE ANNUALLY FOR EXPORT LEAF, ONE ON A CROP YEAR BASIS 
AND ONE ON A CALENDAR YEAR BASIS. THIS IS SIMPLY AN * 
ADJUSTMENT TO BRING THE CROP YEAR BUDGET TO THE CALENDAR 
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YEAR BUDGET. 


THE CROP YEAR BUDGET, DOES THAT RELATE 


TO E.L.T.'S FISCAL YEAR? 


YES . 


JUNE 30? 


AND THE FISCAL YEAR IS JULY 1 THROUGH 


YES . 


Q . 3 


THE MANAGEMENT INCOME STATEMENT STAMP 


NUMBERS S-1084 OF HEGER 1 CONTAINS A LINE ITEM THERE 

o 

WHICH SAYS, "NBU LIFO OTHER." 

THE>N IF YOU WOULD, THE CATEGORY OF 
PRODUCTS THAT ARE LISTED IN DOMESTIC SALES QUANTITIES IN 
THOSE CIGARETTES USED TOBACCO WHICH WOULD BE COVERED BY 
THE NBU FIGURES THAT ARE REFLECTED THERE; IS THAT 
CORRECT? 


MR. KLOTZ > OBJECT TO THE 


FORM, 


RESTATE YOUR QUESTION. 


DOES THE NBU LIFO OTHER FIGURE APPLY 


TO AN NBU POOL WHICH INCLUDED LEAF TOBACC£ FROM WHICH 
THE CATEGORY OF DOMESTIC SALES QUANTITY CIGARETTES WERE 


MANUFACTURED? 


MR. KLOTZ: OBJECT TO THE FORM. 


I DON'T UNDERSTAND THE QUESTION. 


OKAY. THE NBU CALCULATION WAS BASES 1 


UPON A NATURAL BUSINESS UNIT POOL; CORRECT? 
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A. THAT'S CORRECT. 

Q. AND ONE OF THE ELEMENTS IN THE POOL 

► 

LIAS LEAF TOBACCO INVENTORY? 

0 A. THAT'S CORRECT. 

Q. AND MY QUESTION IS THAT THE 

CIGARETTES OF THE CATEGORY THAT FALL UNDER DOMESTIC 
& 

SALES QUANTITIES USED LEAF TOBACCO THAT WOULD BE IN THAT 
INVENTORY? 5 

A. IF THE TOBACCO WAS USED IT'S NOT IN 

o 

THE INVENTORY. 

Q. TH/^T CAME FROM THE INVENTORY? 

A. CERTAINLY. 

Q. OKAY. THAT WAS MY QUESTION. 

IS THAT ALSO TRUE FOR THE S.T.P. 
PRODUCTS THAT ARE AT THE BOTTOM OF THE SAME PAGE? 


Q. TURNING TO THE INTERNATIONAL QUANTITY 

PAGE. STAMP NUMBER 1100, IS THAT ALSO ^TRUE FOR 
CIGARETTES MANUFACTURED BY BROUN & WILLIAMSON FOR 


EXPORT? 


A. YES. 

Q. IS IT ALSO TRUE FOR THE CIGARETTES 

MANUFACTURED BY OTHERS FOR IMPORT? 

MR. KLOTZ '• OBJECT TO THE FORM. * 

A. ONLY IF BROUN 8. WILLIAMSON HELD SOME 
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OF THAT TOBACCO 

IN ITS INVENTORY. 


Q . 

A 

AM I CORRECT THOUGH THAT THE TOBACCO 


THEN GETS SOLD TO THESE OTHER COMPANIES WHO MANUFACTURE 


IT;OCORRECT? 



A . 

YES. 


O' 

SO THAT THE TOBACCO THAT THOSE PEOPLE 


ARE USING IS THEN OWNED BY THE PEOPLE THAT ARE DOING 


THE MANUFACTURING? 


A . 

YES . 

o 


Q . 

AND THAT'S ALSO TRUE FOR THE CONTRACT 


CATEGORY? 

O 


A . 

YES . 


Q . 

AND THE LICENSEES ALSO USE THEIR OWN 


TOBACCO OR TOBACCO THEY'VE INDEPENDENTLY BROUGHT FROM 


BROUN 8. WILLIAMSON IN MANUFACTURING THEIRS? 


A . 

YES t OR OTHERS. ^ 


0 . 

OR OTHERS. 

9 

YOUR ANSWERS WOULD BE THE SAME FOR 


1984 AND THE NBU 

EXPENSE AS WELL? p. 



MR. KLOTZ : OBJECT TO THE FORM. 


A . 

NO. 


Q . 

HOW WOULD THEY BE DIFFERENT? ^ 


A . 

THERE WAS NO NBU IN 1984. 



SORRY I'M MIXED UP ON YEARS. THERE * 


WAS — IT WOULD 

BE THE SAME > YES. 
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Q. TURNING TO EXPORT — 

MR. KLOTZ s UHAT PAGE ARE UE ON? 

MR. TOPMAN: EXPORT STATEMENT OF 
PROFIT CONTRIBUTION. 

MR. CONDREN: 1105. 

NET SALES IN POUND. 

A. OKAY. 

Q. 9 TO THE EXTENT THERE WAS SALES BY 

BROUN 8. WILLIAMSON TO EITHER THE CONTRACT MANUFACTURERS 

O 

OR THE IMPORTERS. THAT WOULD BE REFLECTED IN THIS COLUMN 
NET SALE POUNDS PER THOUSAND FOR EXPORT LEAF? 

A. YES. . 

Q. OKAY. AND THE INVENTORY FROM WHICH 

THE TOBACCO WAS SOLD BY E . L .^f . WAS SUBJECT IN '84 AND 
'85 TO THE NATURAL BUSINESS UNIT POOL? 

MR. KLOTZ: OBJECT TO THE FORM. 

A. NOT IN 1984. 

© 

Q. E.L.T.'S LEAF INVENTORY WAS A SEPARATE 

POOL IN 1984 FROM THE NBU POOL? p- 

A. NO. 

Q. IT WAS PART OF THE NBU POOL? 

A. AT THE END OF THE YEAR 1984, YE%. 

Q. AND IN CALCULATING THE NBU FIGURES 

© 

FOR 1984, THE MOVEMENT IN THE E.L.T. TOBACCO INVENTORY 
FOR THE CALENDAR YEAR 1984 WAS TAKEN INTO CONSIDERATION? ^ 
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A. THE YEAR END INVENTORIES UERE TAKEN 

INTO CONSIDERATION. 

OKAY. THE BEGINNING INVENTORY WAS 

NO. 

IN CALCULATING THE NBU EXPENSE HOW 
DID BROWN & WILLIAMSON DETERMINE INVENTORY MOVEMENT 
THAT WAS SUBJECT TO THAT? 

A. THE LIFO IS BASED ON THE END OF YEAR 

INVENTORY. AS FAR AS THE DETAILED CALCULATION, I DON'T 
KNOW. Q 

Q. AIL RIGHT. IS THE FINANCIAL DATA THAT 

O 

APPEARS IN THE MONTHLY FINANCIAL REPORT OF BROWN 8. 
WILLIAMSON CONSOLIDATED IN A^Y FASHION WITH FINANCIAL 
DATA OF EITHER BAT INDUSTRIES OR B.A.T.U.S.? 

A. PARTS OF IT ARE.. 

Q. OKAY. WITH BOTH COMPANIES OR JUST 

ONE? ® 


NOT? 

O 


Q . 
vi' 


A . 
Q . 
A . 
0 . 
A . 
Q 


I'M ONLY FAMILIAR WITH B.A.T.U.S. 

9 

WHICH PARTS ARE CONSOLIDATED? 

SUMMARY INFORMATION SUCH AS ^ALES. 

SALES DOLLARS OR SALES QUANTITIES? 

9 

BOTH. 

ARE ANY OF THE B&W EXPENSES 




CONSOLIDATED AT B.A.T.U.S.? 

THOMPSON, COULTER, GETTELFINGER & PATEN 
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A. CONSOLIDATED INTO THE B.A.T.U.S 

ACCOUNTS? 

0. YES. 


5 Q. UHEN I SAY CONSOLIDATED THAT‘S UHAT I 

6 I MEANT. IN OTHER WORDS, IS THERE A CONSOLIDATED 

vP 

7 FINANCIAL ISSUE BY B.A.T.U.S. THAT INCORPORATES ANY OF 

8 THE FINANCIAL?) DATA THAT ‘ S IN THE MONTHLY FINANCIAL 

9 REPORT OF BROWN & WILLIAMSON? 

o 

10 A. B.A.T.U.S. WILL INCLUDE IN THEIR 

11 REPORT TOTAL B . A . T . U . SALES WHICH INCLUDE BROWN 8. 

12 WILLIAMSON AND WHICH WILL BE MARKED A5 TOBACCO SALES. 

13 Q. OKAY. BUT THEY DO NOT CONSOLIDATE THE 

14 FINANCIAL STATEMENTS OF BROWN 8. WILLIAMSON WITH THAT OF 


15 B.A.T.U.S.? 


NOT AS AN INTEGRAL PART OF ANY 


17 CONSOLIDATION THAT I'M AWARE OF. 

18 0. IT'S BEEN PREVIOUSLY MARKED AS ECKMANN 

19 EXHIBIT 7 FOR IDENTIFICATION. CAN YOU IDENTIFY THE 

9 

20 ECKMANN EXHIBIT 7, MR. HEGER? 

21 A. YES. * 

22 Q. WHAT IS IT, SIR? 

23 A. IT'S THE FINANCIAL REPORT FOR DECEMBER 


24 1984 


AND IT CONTAINS THE FINAL FINANCIAL 
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38 



DATA INCLUDING 

ALL YOUR END ADJUSTMENTS FOR THE YEAR 

2 

1984 AT LEAST 

INSOFAR AS NOT REDACTED? 

3 

P* 

A . 

YES. THIS REPORT DOES NOT INCLUDE THE 

4 

NBU^LIFO ADJUSTMENT I NOTICED. 

5 

Q . 

THIS REPORT MEANING ECKMANN 7? 

6 

A . 

YES . 

7 

Q . 

AND IN FACT THERE UAS AN NBU LIFO 

8 

ADJUSTMENT F0ER 

‘ 84? 

9 

A . 

YES. 

ID 

0 . 

o 

THERE IS ALSO A FIGURE CALLED LAST 

11 

YEAR? 

o 

12 

A . 

YES . 

<> 

13 

Q . 

IN THE ECKMANN 7? 

14 

A . 

YES . ^ 

15 

Q . 

AND THAT REFERS TO THE FINAL FIGURES 

16 

FOR 1983 CALENDAR YEAR FOR BROUN 8^> UI LL IA MS ON? 

17 

A . 

IT SHOULD. 

18 

Q . 

DOES THE 1984 DECEMBER MONTHLY 

19 

FINANCIAL REPORT REFLECT THE YEAR END ADJUSTMENT TO THE 

20 

LEAF LIFO RATE 

AS OPPOSED TO THE NBU FIGURES? 

21 

A . 

UNDER THE LIFO METHOD BEING %MPL0YED, 

22 

YES . 

0 

23 


CAN UE TAKE A SHORT BREAK? 

24 


(WHEREUPON, A BREAK UAS THEN TAKEN .f 

25 

Q. 

LET'S MARK AS HEGER 2 AND 3 THE 
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DECEMBER 31ST, 1984 CONSOLIDATED INCOME STATEMENT FOR 

BROUN & UILLIAMSON AND CONSOLIDATED SUBSIDIARY, 
s 

MR. CONOREN: 44024. 

O (DISCUSSION OFF THE RECORD.) 

MR. TOPMANs LET ME REDO THE 
DESIGNATION OF THE NUMBERS. IT'S 92251 THROUGH 5 b THEN 
THERE IS A STATEMENT OF RETAINED EARNINGS WHICH IS 
172416. IT APPEARS THAT THE LAST PAGE HAS BEEN ADDED 

BECAUSE THE PRIOR PAGE WHICH IS THE STATEMENT RETAINED 

o 

EARNINGS WAS REDACTED. 

MR .o KLOTZ s THAT'S 2. 

(WHEREUPON , HEGER DEPOSITION EXHIBIT 2 

O 

WAS MARKED FOR IDENTIFI CAT 1 ON. ) 


Q . 


CAN YOU IDENTIFY THE DOCUMENT, MR 




HEGER, HEGER 2? 

A. YES. 

Q. WHAT IS THAT, SIR? 

A. IT'S A CONSOLIDATED INCOME STATEMENT 

AS OF DECEMBER 31ST 1984, BROWN S. WILLIAMSON TOBACCO 
CORPORATION. 

Q. WHEN IT REFERS TO AT THE TOP 

CONSOLIDATED SUBSIDIARY TO WHAT IS THAT A REFERENCE? 

A. I BELIEVE THAT MEANS SUBSIDIARIES 

LIKE OUR INTERNATIONAL SALES CORPORATION. 

Q. IS THAT REFLECTED SEPARATELY IN THE 
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INCOME STATEMENT? 

A . NO . 

Q. IN THE — 

O A. IT ALSO INCLUDES THE EQUITY AND 

EARNINGS AND LOSSES OF THE COAL CORPORATION. 

C^. HOLI DID YOU IDENTIFY THAT. MR. HEGER? 


A . 
Q . 
A . 


3 


I SEE IT ON PAGE 5. 

UHAT DID THE COAL CORPORATION DO? 

IT WAS — IT SOLD — IT UAS A CHAIN OF 


FOOD STORES AND DEPARTMENT STORES. 

Q. THE> TITLE OF THE INCOME STATEMENT SAYS 

THAT IT EXCLUDES CERTAIN.THINGS? 

O 

A. YES. 

Q. IT SAYS FO^ ONE E.L.T., WHICH I GATHER 

IS EXPORT LEAF TOBACCO? 

A. ' YES. rP 

Q. IT THEN PROCEEDS TO SAY OVERSEAS 

3 

TOBACCO EUROPE AND ASIA. TO UHAT DO THOSE REFER THAT 
ARE BEING EXCLUDED? p 

A. OVERSEAS TOBACCO. EUROPE AND ASIA ARE 

SEPARATE COMPANIES THAT ARE NOT CONSOLIDATED INTO THIS 


STATEMENT. 

Q. 
A . 
Q . 


3 

ARE THEY OUNEO BY BROUN 8. WILLIAMSON? 
YES . 

DO YOU KNOW UHY THOSE COMPANIES WERE 
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EXCLUDED FROM THE PREPARATION OF THIS CONSOLIDATED 


INCOME STATEMENT? 


COMPUTER. 

O 


I BELIEVE IT'S MECHANICS WITH THE 


I SEE. IN OTHER WORDS» THERE WAS A 


6 CONSOLIDATED INCOME STATEMENT THAT INCLUDES THEM AS 

tD 

7 WELL? 

8 5 MR. KLOTZs OBJECT TO THE FORM. 

9 A . I'M NOT SURE. 

ID Q. °THE FIGURES AND DATA THAT APPEAR IN 

11 THE CONSOLIDATED INCOME STATEMENT HEGER EXHIBIT 2. FOR 

12 EXAMPLE. FOR THE YEAR ENDED 1984 FLOW INTO THE DECEMBER 

13 '84 MONTHLY FINANCIAL REPORTS; IS THAT RIGHT? 

14 A. YES. 

15 Q. JUST GENERALLY AND BRIEFLY CAN YOU 

16 JUST TELL ME UHAT OVERSEAS TOBACCO-EUROPE AND ASIA DO OR 


17 DID IN 1984? 


I DON'T BELIEVE OVEI&EAS TOBACCO DID 


19 ANYTHING. I AM NOT AWARE OF ANY ACTIVITY. EUROPE AND 

P 

20 ASIA ARE — WE HAVE EXPENSES RUNNING THROUGH THOSE 

21 ACCOUNTS FOR SOME TAX REGULATIONS IN HONG KONlf' AND 

22 BELGIUM BUT AS FAR AS — AGAIN. THAT'S THE ONLY PURPOSE 

W 

23 FOR THEIR EXISTENCE. 

24 Q. THEY DON'T HAVE ANY REAL OPERATIONAL®-- 
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Q. LET'S MARK AS HEGER EXHIBIT 3 FOR 

IDENTIFICATION CONSOLIDATED INCOME STATEMENT DECEMBER 
31. 1985. STAMP NUMBER 182578 THROUGH '84. 

0 (WHEREUPON, HEGER DEPOSITION EXHIBIT 3 

WAS MARKED FOR IDENTIFICATION ) 


CAN YOU IDENTIFY LIHAT'S BEEN MARKED 


AS HEGER EXHIBIT 3? 


A. 9 


YES . 


AND UHAT IS IT, SIR? 


IT'S A CONSOLIDATED INCOME STATEMENT 


AS OF DECEMBER 31ST, 0 1985 FOR BROUN 8. WILLIAMSON TOBACCO 


CORPORATION 


AND THE FIGURES AND DATA THAT ARE HERE 


FLOW INTO THE DECEMBER '85 FINANCIAL REPORT? 


YES . 


ON PAGE 4 OF HE(^£R 3 THERE IS A LINE 


ITEM UNDER EXPORT LEAF TOBACCO SHOWING, "COMMISSION 


EXPENSE-BAT." 


CAN YOU TELL ME UHAT THAT REPRESENTS; 


PLEASE, MR. HEGER? 

A. THAT IS A COMMISSION PAID T& BAT FOR 

THE WORK THEY DO IN ASSISTING E.L.T. TO SELL LEAF 

O 

TOBACCO TO ASSOCIATED COMPANIES. 

Q. UNDER THE LEAF LIFO EXPENSE LINE lT^M, 

IT SHOWS FOR 1985: CORRECT? 
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YES . 


WHEREAS FOR THE PRIOR YEAR ENDED 


DECEMBER 31. 1964. IT SHOWS IN THE LAST COLUMN THAT THE 
SArtE EXPENSE LEAF LIFO WAS SI.646.258; CORRECT? 

A. FAVORABLE FROM BUDGET VERSUS LAST 


YEAR 


RIGHT. 


YES . 


Q. SO WHEN YOU TAKE THAT AS A FAVORABLE 

VARIANCE THAT INDICATES THAT IN 1984 THAT E.L.T. IN FACT 
HAD A LEAF LIFO EXPENSE OF 1.848.25B? 


Q. DO YOU KNOW WHY E.L.T. HAD SUCH AN 

EXPENSE IN 1984 BUT DID NOT ^AVE ANY SUCH EXPENSE ON 

THIS LINE ITEM FOR DECEMBER, YEAR ENDING DECEMBER 1985? 

A. YES. «p 

Q. CAN YOU EXPLAIN THAT, PLEASE? 

A. YES, I MADE THE DECISION THAT 

ALLOCATING, WHICH IS — THIS IS NOTHING BI^T AN 

ALLOCATION OF LIFO TO E.L.T. UAS CONFUSING AS FAR AS 

$ 

MANAGEMENT ACCOUNTS SINCE IT DOESN'T MAKE ANY ADDITIONAL 
EXPENSE OR INCOME TO THE COMPANY, AND IT WAS SIMPLY AN 
ALLOCATION. I FOUND THAT IT UAS A CONFUSING ITEM AND I 
DECIDED TO QUIT ALLOCATING ANY LIFO TO E.L.T. * 

Q. WHEN YOU SAY ALLOCATING IN 1984 THAT 
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AMOUNT UAS ALLOCATED OUT OF THE TOTAL NBU LIFO EXPENSE; 
IS THAT CORRECT? 

> 

A . NO . 

Q. UHAT UAS IT ALLOCATED FROM? 

A. THIS UAS ALLOCATED PRIOR TO MOVING TO 


O 


A DIFFERENT ACCOUNTING METHODOLOGY UHEN UE MOVED TO THE 
NATURAL BUSINESS UNIT IN 1983. YOU SEE THERE UAS NO 


EXPENSE IN 19:84. 

Q . 

A . 

Q . 

RECORD.) 


MR. KLOTZ: YOU'RE LOOKING AT '85? 

o 

I THINK THAT — 

SOfy?Y. REPEAT YOUR QUESTION, PLEASE. 

LET ME HAVE HER READ IT BACK. 

O 

(UHEREUPON, THE REPORTER THEN READ THE 
P- 

A. IN 1984 THE LIFO PROVISION UAS BASED 

ON THE LIFO METHODOLOGY BEING USEfy BY BROUN 8. UILLIAMSON 
BEFORE ANY CONVERSION TO THE NATURAL BUSINESS UNIT 
ALLOCATION OF LIFO METHOD OF ACCOUNTING. 

Q . 


ANSUER, PLEASE? 

THE RECORD.) 

A . 


COULD YOU READ BACK MR.REGER'S 
(UHEREUPON, THE REPORTER TH^J READ 


UE'RE DEALING UITH 2 OR 3 QUESTIONS 
HERE. FIRST AN ALLOCATION OF LIFO UAS MADE TO E.L.T. *1 N 
1984 BASED ON THE LIFO METHODOLOGY BEING USED AT THAT 

< 
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TIME WHICH WAS LIFO UNDER MULTIPLE POOL, AND THAT IS THE 
NUMBER REFLECTED IN THIS STATEMENT. 

► 

BROUN 8. WILLIAMSON DID NOT CONVERT TO 
THE^NATURAL BUSINESS UNIT METHODOLOGY OF LIFO UNTIL 
AFTER THESE STATEMENTS WERE PUBLISHED. AS FAR AS THE 
E.L.T. NUMBER, BECAUSE THAT'S THE SAME NUMBER THAT'S IN 
THIS REPORT, ANO THIS REPORT AS WE PREVIOUSLY SAID DID 
NOT INCLUDE THIE 1984 NATURAL BUSINESS UNIT ADJUSTMENT. 

Q. ECKMANN 7? 

o 

A. YEAH, WHICH IS THE SAME NUMBER AS 1904 

AS FAR AS E.L.T. ° 

Q. READ Bj$CK MR. HEGER'S ANSWER. 

(WHEREUPON, THE REPORTER THEN READ 

THE RECORD.) 

Q. IF YOU WOULD LOOK AT WHAT WE MARKED AS 

HEGER 2, MR. HEGER, WHICH IS THE — 

A. YES. 

Q. — '84 CONSOLIDATED INCOME STATEMENT 

AND PAGE 3. ? 

A. YES. 

Q. THERE IS A LINE ITEM FOR '84 MONTH 

ENDED. 

A. YES. 

Q. OF 19 MILLION 2? 

A. RIGHT. <* 
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Q. THAT IS THE N8U FIGURE FOR '84; IS 

THAT CORRECT’’ 

A. THAT'S CORRECT, UHICH UAS NOT INCLUDED 

IN ^HE DECEMBER, 1984 FINANCIAL REPORT. 

Q. UHEN YOU LOOK AT BROUN 8. WILLIAMSON 

ON THE CONSOLIDATED BASIS THAT'S IN THE FINANCIAL REPORT 
O' 

UHICH INCLUDES E.L.T., DO YOU THEN, TO OBTAIN THE BOTTOM 
LINE LIFO ADJUSTMENT NUMBER, ADD THE NBU THAT IS IN THE 
CONSOLIDATED INCOME STATEMENT FOR '84 WITH THE E.L.T. 
FIGURE FOR '84? 

MR . 0 KL0T2 : OBJECT TO THE FORM. 

A. LIFO IS LIFO. IT DOESN'T MATTER IF 

0 

IT'S IN E.L.T.'S INVENTORY, IT'S ALL B&U'S INVENTORY SO 
LIFO IS ONE CALCULATION. NO^LIFO CALCULATION IS MADE 
FOR E.L.T. 

THERE IS ONE LIF.© CALCULATION, BE IT 

( 

MULTIPLE POOL, THE OLD METHODOLOGY OR THE NEU 

METHODOLOGY SO THERE IS NO CALCULATION* FOR E.L.T. 

UHAT I'M TRYING TO EXPLAIN TO YOU IS 

THAT THE E.L.T. FOR MANAGEMENT REPORTING UAS ALLOCATED 

£ 

PRIOR TO 1984 A LIFO EXPENSE. 

Q . 

'84 FOR BROUN & WILLIAMSON INCLUDING E.L.T.» THE LIFO 

ADJUSTMENT NUMBER IS *19,2DD,D00? 

MR. KLOTZ : OBJECT TO THE FORM. 

THOMPSON, COULTER, GETTELFINGER 8. PATEN 
(5D2) 582-1427 
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- 








47 



1 

A . 

THE PROJECTION THAT UAS MADE FOR THE 


-1 





_ 1 

2 

NATURAL BUSINESS UNIT AFTER THE MANAGEMENT REPORT UAS j 



3 

^MADE UAS *19, 

200,000, UHICH UAS NOT THE FINAL NUMBER. 



4 

Q . 

G 

AND THAT UAS THE ADDITIONAL AMOUNT 



5 

THAT UAS INVOLVED UAS THEN ENTERED IN THE BOOKS IN l'-»B5? 



6 

A . 

YES . 

z 



G 


o 


7 

Q . 

THAT UAS SOME ROUGHLY 0 MILLION 

H 





< 





o 


a 

DOLLARS? 

9 

H 







9 

A . 

YES . 

o 




O 

u 


10 

Q . 

ON PAGE 5 OF THE INCOME CONSOLIDATED 

U 





^ : ‘ • 

pa 

r\ 


n 

INCOME STATEMENT, HEGgR EXHIBIT 3 — 

S: 







12 


MR. KLOTZ = THE '85 ONE? 

H 




<> 

o 

!Z3 

W 

z 

• 

13 

Q . 

YES, HEGER 3. 

z 


14 

A . 

PAGE -- 



15 


MR. KLOTZ: 5. 

*< 





H 

Z 

W 

Q 


16 

Q . 

THERE IS A LINE ^TEM FOR DAMAGED AND 


17 

OBSOLETE MATERIALS. IT'S ABOUT 3 OR 4 DOUN. 










YES. ® 

Z 

o 

u 


IB 

A . 




19 

Q . 

THERE IS ALSO AN ACCOUNT AT BROUN & 





P 



20 

UILLIAMSON FOR RETURNED GOODS; IS THAT CORRECT? 

;i ’ 


21 

A . 

YES. 



22 

Q . 

HOU ARE THOSE 2 ACCOUNTS DIFFERENT? 








23 

A . 

UELL, RETURNED GOODS IS AN EXPENSE OF 



24 

PRODUCT THAT 

IS SOLD TO OUR CUSTOMERS AND THEN FOR * 



25 

UHATEVER REASON IT IS RETURNED AND THE EXPENSE 





<* 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


□ 


1 

2 

3 

4 

5 

6 
7 
S 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 



ASSOCIATED WITH THOSE RETURNS ARE CHARGED 
RETURNED GOODS. 

DAMAGED AND OBSOLETE MATERIALS IS 

SOMETHING THAT FOR WHATEVER REASON HAS TO BE WRITTEN 
O 

OFF, BUT IT'S MATERIALS THAT HAVE NEVER BEEN SOLD BY THE 
COMPANY. 

& 

Q. TURNING TO THE PAGE 6, THERE IS AN ITEM 

THERE ENTITL&D, "PRODUCTION REALIGNMENT EXPENSE" WITH AN 

ACTUAL FIGURE OF 3,278,000. WHAT DOES THAT REFER TO? 

A. ° THAT REFERS TO CLOSURES OF OLD PLANTS, 

PLANT IN LOUISVILLE, q KENTUCKY AND A PLANT IN PETERSBURG, 

VIRGINIA, EXPENSES ASSOCIATED WITH THE PLANT AND 

0 

FACILITIES AND ALSO EXPENSES ASSOCIATED WITH PEOPLE. 

LET ME STQ£ JUST A MOMENT. WHAT TIME 

WOULD BE THE TIME THAT YOU'RE PLANNING TO BREAK FOR 

LUNCH? . 

'r 

(DISCUSSION OFF THE RECORD.) 

Q. LET'S MARK AS HEGER ^4 A DOCUMENT 

ENTITLED, "BROUN 8. WILLIAMSON TOBACCO CORPORATION 

P 

CONSOLIDATED TRIAL BALANCE DECEMBER 31, 1985," STAMP 
NUMBER 183575 THROUGH 96. ^ 

(WHEREUPON, HEGER DEPOSITION EXHIBIT 4 
WAS MARKED FOR IDENTIFICATION.) 

Q. CAN YOU IDENTIFY WHAT'S BEEN MARKED* 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


IT'S THE BROUN & WILLIAMSON TOBACCO 


CORPORATION CONSOLIDATED TRIAL BALANCE, 


SUBSEQUENT TO RUNNING THIS ARE THERE 


ANYOYEAR END ADJUSTMENTS MADE? 


I'VE NEVER SEEN THIS REPORT. 


LET'S MARK AS HEGER 5 A DOCUMENT 


7 ENTITLED. "BROUN AND WILLIAMSON TOBACCO CORPORATION 

8 CONSOLIDATED SUBSIDIARY CONSOLIDATED TRIAL BALANCE 


12-31-'84." 


11 WAS MARKED FOR IDENT IcF I CAT I ON . ) 


(WHEREUPON. HEGER DEPOSITION EXHIBIT 5 
NT IcF I CAT I ON . ) 1 


WOULD YOU TURN TO PAGE 17 OF THE 


13 EXHIBIT, MR. HEGER? 


OKAY. 


TO THE LINE ITEMS GROSS PAID SALES 


16 DOMESTIC THERE ARE 2 COLUMNS OF NUMBERS. DO YOU KNOW 

17 WHAT THE LEFT-HAND COLUMN REPRESENTS, FIRST NUMBER, 

18 WHICH IS 67,987,320? 

MR. KLOTZ * HAVE YOU EV^fJ SEEN THIS 


20 DOCUMENT BEFORE? 


THE WITNESS * NO. 


MR. KLOTZ» EXHIBIT 5? 


THE WITNESS* NO, 


MR. KLOTZ* OKAY. HE CAN COMPARE 


25 NUMBERS BETWEEN DOCUMENTS AS WELL IN THIS CASE AS 

THOMPSON. COULTER, GETTELFINGER & PATEN 

(502) 582-1627 6Z4&43M 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


» 


<<1 

2 

3 

4 

5 


50 

ANYBODY. IF YOU ARE FAMILIAR WITH THIS AND KNOU HOU 
IT'S PREPARED, THEN TELL HIM. 

* 

A. I'M FAMILIAR WITH THE REPORT, BUT I 

NEV^R LOOKED AT IT. 

MR. KLOTZ • OKAY. 


6 



YOUR TURN WILL COME, MARTY. 

YOU GOT 

7 

CROSS UHEN YOU 

UANT IT. 


6 


9 

MR. HEGER? 


9 


A . 

THAT COLUMN REPRESENTS SALES. 

O 

10 


Q . 

QUANTITIES? 


11 


A . 

QUANTITIES. 


12 


Q. 

UHEN Y£U LOOK AT THE ITEMS 

IN THAT 

13 

COLUMN 

OPPOSITE 

SMOKING TOBACCO SPECIALTIES, 

CHEUING 

14 

TOBACCO 

, SNUFF 

AND FANCY GOo8s, IS THAT CIGARETTE 

15 

EQUIVALENTS FOR 

THOSE ITEMS? 


16 


A . 

NO. <9 


17 


Q. 

DO YOU KNOU UHAT THEY REPRESENT? 




9 


18 


A . 

YES . 


19 


Q . 

UHAT DO THEY REPRESENT? p. 


20 


A . 

SALES QUANTITIES. 


21 


Q . 

OH, IN POUNDS? 

<> 

22 


A . 

YES . 

9 

23 


Q. 

LET'S MARK AS HEGER 6 FOR 


24 

IDENTIFICATION 

A DOCUMENT FROM T.U. UILSON TO 

MR . DU 

25 

PLANT IER DATED 

OCTOBER 4, 1986 UITH CC'S TO MR. HEGER 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


AND OTHERS. 


1 BELIEVE THAT THE DATE IS IN THERE 


AND I PROBABLY SHOULD SAY '85 BUT I'LL LEAVE THAT TO MR. 


HEG£R. 


NUMBERS? 


THROUGH 44. 9 


MR. K LOTZ : DO YOU HAVE PRODUCTION 


MR. TOPMAN: YES. SORRY. S-021325 


(WHEREUPON, HEGER DEPOSITION EXHIBIT 6 


WAS MARKED FOR IDENTIFICATION.) 

Q. HA(^ YOU REVIEWED THE DOCUMENT? 

A. NOT THOROUGHLY. 

Q. OKAY. 

MR. KLOTZ -O’ DO YOU WANT HIM TO? 

Q. FOR NOW LET ME JUST DIRECT YOUR 

ATTENTION TO SCHEDULE 2-A IN THE DOCUMENT. 

A. YES. 

Q. DOES THIS SCHEDULE BREAK OUT 

EXPORT-IMPORT AND CONTRACT SALES UNDER THE^ INTERNATIONAL 
THE CATEGORY? 

A. YES. ^ 

Q. HOW DOES IT DO THAT, SIR? 

S 

A. THE SCHEDULE STARTS WITH THE 

INTERNATIONAL SALES VOLUME AND SIMPLY BACKS OUT THE * 
CONTRACT MANUFACTURE ABROAD AND THAT IS THE CONTRACT 


' THOMPSON, COULTER, GETTELFINGER 8 . PATEN 
(502) 582-1627 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 




2 

3 

4 

5 

6 

7 

8 
9 


52 

MANUFACTURE ABROAD. THERE IS OTHER PURPOSES TO THE 
SCHEDULE, BUT IT SUBTRACTS OUT THE CONTRACT 
MANUFACTURER. 

0 . SO, FOR EXAMPLE, BY LOOKIMG AT THE 

O 

DECEMBER REPORT FOR A MOMENT, DECEMBER '85 FINANCIAL 
REPORT, AND SPECIFICALLY THE PAGE ENTITLED INTERNATIONAL 
SALES QUANTITY STAMP NUMBER SL — S-110D. 


A . 
Q . 


YES . 

THE TOTAL SALES VOLUME FOR 1984 


10 

REFLECTED THERE 

IS 10,994, ROUGHLY ROUNDED TO 11? 

11 

A . 

FOF^ 1984, YES. 

12 

Q . 

WHICH TIES TO THE NUMBER ON SCHEDULE 



0 

13 

2-A OF HEGER 6 ? 


14 

A . 

YES. 9 , 

15 

Q . 

SO THAT TO IDENTIFY HOW MUCH OF THAT 

16 

IS EXPORT QUANTITIES, ONE WOULD SUBTRACT THE 30,D00 

■'Y 

17 

FIGURE FOR IMPORTS AND THE 1.4 FIGURE THAT APPEARS ON 

18 

SCHEDULE 2-A? 

9 

19 

A . 

YES. 

20 

Q. 

AND THAT WOULD GIVE YOU THE EXPORT 

21 

FIGURE? 

❖ 

22 

A . 

THAT'S CORRECT. 

9 

23 

Q. 

ALL RIGHT. NOW, LET ME ASK YOU TO 

24 

REVIEW WHAT'S BEEN MARKED AS HEGER 6 AND TELL ME WHETHER 

25 

YOU CAN IDENTIFY THE DOCUMENT, EITHER ALL OR PARTS OF 


THOMPSON, COULTER, GETTELFINGER PATEN p 9 « <) D ,1 Q 1 

(502) 582-1627 C ^ " 0 * 6 * 


http://legacy.library.ucsf.ecfiiiliJ]l6»cieffstf)IWp<stiv.industrydocurneiTt:s.ucsf.edu/do'cs/lfxl000T 


CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


YES , I CAN IDENTIFY THE DOCUMENT. 


DO YOU WANT TO LOOK AT THE LAST 2 


PAGERS BECAUSE I'M NOT CLEAR THAT, IN FACT, THEY ARE PART 


OF YOUR MEMO THERE ALTHOUGH I THINK THIS IS THE WAY UIE 


HAVE IT IN OUR FILES. 
<P 


I WOULD THINK THE LAST 2 PAGES WERE 


8 NOT PART OF THIS DOCUMENT 


OKAY. SO PUTTING ASIDE THE LAST 2 


10 PAGES YOU CAN IDENTIFY THE BALANCE OF THE DOCUMENT? 


YES- 


12 0. THIS IS A MEMORANDUM THAT YOU 

0 

13 RECEIVED FROM MR. WILSON? 


YES . 


AND THE ATTACHMENTS CAME WITH IT? 


OKAY. AND MR. WILSON WORKS IN YOUR 


18 DEPARTMENT? 


YES . 


DO YOU RECALL WHETHER THE 1785 


21 CONTRACT MANUFACTURING WAS ROUGHLY THE SAME A^IT WAS 


22 FOR 1784? 


MR. KLOTZ: OBJECT TO THE FORM. 


I DON'T RECALL. 


THE LAST 2 PAGES OF THE DOCUMENT THAT 


THOMPSON, COULTER, GETTELFINGER 8. PATEN ■' 
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» 


r<M 

2 

3 

4 

5 

6 

7 

8 
9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 
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SHOD CC TO THE COST STAFF, CAN YOU IDENTIFY THOSE? 

A . NO . 

Q. OKAY. YOU'VE NEVER SEEN THEM BEFORE? 

O A. NOT THAT 1 CAN RECALL. 

Q. OKAY. DO YOU RECOGNIZE THE 

HANDURIT |jMG IN THE LOUER LEFT-HAND CORNER BY ANY CHANCE? 


A . 

- © 

0 . 

A . 

Q . 

A . 

GUEN UILLINGHAM 
0 . 


NO, I DO NOT. 

DO YOU RECOGNIZE THE STAMPS? 

YES . 

WHOSE ARE THEY? 

F.f?.F. IS FRANK FAIN AND G.L.W. IS 

<*> 

AND THE SECOND PAGE SEEMS TO HAVE THE 
O' 


G.L.U. ALSO, THAT'S MISS WILLINGHAM AGAIN'’ 


I THINK. 


A . 
Q 

A 
Q . 


YES . 

WE'RE FINISHED &TTH THAT ONE FOR NOW 


<9 


OKAY . 

LET'S MARK AS HEGER EXHIBIT 7 FOR 


IDENTIFICATION A DOCUMENT DATED JANUARY 26, 1984 

0 

ENTITLED, "PETERSBURG RATIONALIZATION," STAMP NUMBERS 


078394. 


S> 

(WHEREUPON, HEGER DEPOSITION EXHIBIT 7 

o 


WAS MARKED FOR IDENTIFICATION.) 
A. OKAY. 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


DID YOU WRITE WHAT IS IDENTIFIED AS 


HEGER 7 FOR IDENTIFICATION? 


A. I APPARENTLY DID. 

o Q. the economic analysis that is 

REFERRED TC IN THE FIRST PARAGRAPH AS HAWING BEEN 
PREPARED IN NOVEMBER OF 1983, WHO UAS IN CHARGE OF 
PREPARING THAT REPORT? 

A. ® ARE YOU ASKING WHO WERE THE ANALYSTS 
THAT PREPARED THE REPORT? 


12 DIEBOLD. 


I'ttJNOT CERTAIN BUT I THINK IT UAS AL 


THE PETERSBURG FACILITY AT THE TIME IT 


14 UAS CLOSED WAS ANNOUNCED TO ?HE PUBLIC? 

15 MR. KLOTZ ! OBJECT TO THE FORM. 

16 MR. TOPMANs I ' L*|t REWORD IT. 

17 Q. IN 1983 BROWN 8, WILLIAMSON MADE AN 

5 

18 ANNOUNCEMENT IT INTENDED TO CLOSE THE PETERSBURG 

19 FACILITY OR PLANT; CORRECT? p. 

2D A. I DON'T RECALL THE DATE. 

21 Q. OKAY. AND THE REASON THEY ANNOUNCED 

22 THEY WERE GOING TO DO THAT WAS BECAUSE THE PETERSBURG 

23 PLANT WAS AN OLD ONE AND INEFFICIENT; CORRECT? 

24 MR. KLOTZ: OBJECT TO THE FORM. # 

25 A. NO, IT UAS NOT THE REASON. 

THOMPSON, COULTER, GETTELFINGER 8. PATEN p 9 * 20^3 
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Q. DO YOU RECALL WHAT THE ANALYSIS SHOWED 

AS THE COSTS THAT WOULD BE INCURRED FOR CLOSING THE 
PETERSBURG FACILITY? 

0 A. I DON'T RECALL THE NUMBER. 

Q. WAS THE PETERSBURG PLANT AS EFFICIENT 

AS THE MACON PLANT? 

O' 


A , 

Q . 

THAN MACON? 

A . 

Q . 


NO. 

WAS IT A SIGNIFICANTLY OLDER PLANT 

YES . 

I S^OW YOU UHAT HAS BEEN PREVIOUSLY 


MARKED AS DIEBOLD EXHIBIT 13, MR. HEGER. 

<> 

A. OKAY. DID YOU WANT ME TO THOROUGHLY 

REVIEW THE DOCUMENT? ^ 


Q . 
A . 
Q . 
A . 
Q . 


I THINK YOU OUGHT TO READ IT. 
SORRY. <c 

I THINK YOU SHOULD READ IT. YEAH. 


OKAY. 

DID YOU RECEIVE A COPY <£f DIEBOLD 
EXHIBIT 13 FROM MR. DIEBOLD? 

<£> 

A . I'M SURE I DID. 

Q. AND DID YOU HAVE ANY DISCUSSIONS^ WITH 




MR. DIEBOLD ABOUT THE DOCUMENT? 

A. I DON'T RECALL. 

Q. DO YOU RECALL WHETHER YOU DISAGREED 

THOMPSON, COULTER, GETTELF I NGER ' 8. PATEN DO* 9 0 4 3 
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2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 
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WITH ANYTHING THAT WAS SAID IN THE MEMORANDUM 9 

A. APPARENTLY THIS WAS A VERY BROAD 

ANALYSIS THAT WAS MADE IN DECEMBER OF 1983. AND I DON'T 

REQALL HAVING ANY DISAGREEMENT WITH IT. 

Q. LET ME '-H0U YOU UHAT'S BEEN PREVIOUSLY 

MARKED AS DIEBOLD EXHIBIT 12 FOR IDENTIFICATION. 

O' 


A . 
Q . 
A . 
Q . 
A . 
Q . 
A . 
Q . 
A . 
Q . 
A . 
Q . 


OKAY. 

YOU'VE REVIEWED DIEBOLD EXHIBIT 12? 
YES . 

DID YOU WRITE IT? 

NO o 

DO YOU KNOW WHO DID WRITE IT? 

O 

NO. 

DID YOU RECEIVE A COPY 9 
YES . 

HOW CAN YOU TELLf THAT? 

BECAUSE MY WRITING IS AT THE BOTTOM. 

9 


COULD YOU READ YOUR HANDWRITING* SIR, 

WHAT YOU WROTE IN YOUR OWN HANDWRITING ONpfXHIBIT 12? 

A. WELL, IT'S AN ABBREVIATION FOR 

MANUFACTURE - DOMESTIC 5-YEAR PLAN. UNDERNEATH OF THAT 
IT SAYS "EXPORT." UNDERNEATH OF THAT IT SAYS, "L^MIT 
SPENDING - ALL MAKING EQUIPMENT USED BEFORE TRANSFERRING 
FROM PETERSBURG." UNDER THAT, IT SAYS, "WAS GOING TO 
USE 8 MAKERS NOW 18." AND THEN UNDER THAT THERE IS A 

THOMPSON, COULTER, GETTELFINGER 8. PATEN B 24 20439 
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9 


2 

3 

4 

5 
4> 
7 
B 
9 

ID 

11 

12 

13 

14 

15 
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17 

18 
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22 

23 

24 
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COLUMN OF FIGURES WHICH NET OUT TO 1.5 - APPROXIMATELY 2 
MILLION DOLLARS. 


Q . 

EXHIBIT 12? 


ARE THESE YOUR COMMENTS ON OIEBOLD 


MR. KLOTZ •• I ' h SORRY , OBJECT TO THE 


FORM . 


A . 


I REALLY DON'T SEE WHERE THOSE 
COMMENTS ARE ^RELATI VE TO WHAT'S BEEN WRITTEN IN THIS 
DOCUMENT. 

o 

Q. TAKE A LOOK UNDER MANUFACTURE IN YOUR 

HANDWRITING WHERE YOl? SAID. "ALL MAKING EQUIPMENT WOULD 
BE USED BEFORE TRANSFERRING FROM PETERSBURG." AND IF 
YOU LOOK AT THE SECOND PAGE OF THE EXHIBIT UNDER 
ANALYSIS OF MACON EXCESS CAPACITY PARAGRAPH 3 SAYS -- 
I'M SORRY PARAGRAPH — YES. 3. 

A. -■ NUMBER 3? * 

Q. YES, SIR. 

A. YES. 

Q. OKAY. DOES YOUR COMMENT IN THAT 

PARAGRAPH 3 FIT IN TERMS OF THE SUBJECT MATTER? 

MR. KLOTZ: OBJECT TO THE FORM OF THE 
QUESTION. 0 

A. I HAVE NO IDEA. 

Q. IN PARAGRAPH ONE OF THE DOCUMENT UNDER 

STRATEGY FOR GENERIC PRODUCTS IT SAYS, "IN 1984, MACON 

THOMPSON, COULTER, GETTELFINGER 8. PATEN B 2 1 20 4 

(502) 582-14,27 
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CAPACITY IS ESSENTIALLY ALLOCATED TO DOMESTIC 
PRODUCTION, NO SIGNIFICANT EXCESS CAPACITY IS 

» 

AVAILABLE . " 

O . A. YES. 

Q. DO YOU RECALL DISCUSSING THAT TOPIC 

UITH ANYONE AT BROUN & WILLIAMSON IN THE LATTER PART OF 
1983 OR THE FIRST 3 MONTHS OF '84? 

A. ® I'M SURE IT WAS DISCUSSED, BUT 1 DON'T 

RECALL. 

o 

Q. LOOK AT PARAGRAPH 2 OF THE DIEBOLD 

EXHIBIT 12. o 

IN THE SAME TIME FRAME DO YOU RECALL 

O 

HAVING DISCUSSIONS ABOUT THAT WITH ANYONE AT BROWN & 
WILLIAMSON? ^ 

A. NOT THIS SPECIFIC COMMENT BUT THE 

SUBJECT WAS CERTAINLY DISCUSSED. 

Q. THE LAST SENTENCE OF PAGE ONE SAYS, 

o 

"ON THIS BASIS GENERIC PRODUCTION DOES NOT APPEAR TO BE 
A REASONABLE PROJECT FOR CONSIDERATION UNLESS THE NEW 
PRODUCT PLANS ARE SIGNIFICANTLY REDUCED." 

DO YOU SEE THAT, MR. HEGER? 

A. YES. » 

Q. DO YOU RECALL HAVING DISCUSSIONS WITH 

ANYONE AT BROUN 8. WILLIAMSON IN THE LATTER PART OF 198^3 
OR THE FIRST b MONTHS OF 1984 RESPECTING THAT SUBJECT 

THOMPSON, COULTER, GETTELFINGER & PATEN B 2 4 20441 
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MATTER 7 

MR. KLOTZ: OBJECT TO THE FORM. 

A. NO, I 00 NOT. 

O Q. DID BROUN 8. WILLIAMSON HAVE PROJECTED 

IN ITS 5-YEAR PLAN FOR 19B4 NEW PRODUCT INTRODUCTIONS 7 

A. YES. 

O' 

Q. DID BROUN 8. WILLIAMSON IN FACT 

INTRODUCE THOSE NEW PRODUCTS IN 1984? 

MR. KLOTZ: OBJECT TO THE FORM. 

o 

A. UE INTRODUCED A NEW PRODUCT, BUT I'M 

STRUGGLING OVER THE DATE. THE ANSWER TO THE BEST OF MY 

RECOLLECTION IS YES, UE DID INTRODUCE THE NEW PRODUCT IN 

■0 


1 9B4 . 


Q . 
A . 
Q . 


UHAT WAS fftE NAME OF THAT NEW PRODUCT? 
RICHLAND. 

RICHLAND IS A CIGARETTE THAT HAS 25 




CIGARETTES IN A PACK? 

A. THAT'S CORRECT. 

Q. LET ME SHOW YOU UHAT'S |EEN PREVIOUSLY 

MARKED AS HEGER 1, THE DECEMBER 'B5 FINANCIAL REPORT. I 
DIRECT YOUR ATTENTION TO DOMESTIC SALES QUANT tl 1ES STAMP 
NUMBER S-1089. 

A. YES. 


0 


Q 


AND THAT SHOWS FOR THE YEAR 19B4 SALES 


OF RICHLAND CIGARETTES AND OUT OF THE TOTAL DOMESTIC 

B24 20442 
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SALES OF 67,987,000 FOR BROUN 8, UILLIAMSON. RICHLAND 
REPRESENTED 523,000 STICKS' 7 

A. THAT'S CORRECT. 

0 Q. THAT'S LESS THAN A QUARTER PERCENT OF 

BROUN 8. UILLIAMSON'S DOMESTIC PRODUCTION? 

MR. KLOTZ ■ I BET YOU COULD DO THE 

& 

ARITHMETIC AS EASY AS ANYBODY. 

A. $ DO YOU HAVE A CALCULATOR? 

MR. KLOTZ • IT IS UHATEVER IT IS, 

O 

BRUCE. YOU DON'T NEED THIS UITNESS TO TESTIFY TO THAT. 

A. IT'cS ALMOST B/10THS OF ONE PERCENT. 

Q . 

LET'S MARK AS HEGER EXHIBIT 8 FOR 
IDENTIFICATION A MEMORANDUM PROM MR. HEGER TO MR. 

KOHNHORST. IT'S COPIES TO MR. HUGHES, ALAR AND SANDEFUR 
DATED DECEMBER 20, 1983. STAMP NUMBERS ARE 159788, 88- 
89. 

© 

(UHEREUPON, HEGER DEPOSITION EXHIBIT 8 
UAS MARKED FOR IDENTIFICATION.) ^ 

A. OKAY. 

Q. ON PAGE 2 THERE ARE SOME INITIALS 

C.J.H. AND A SIGNATURE. 

© 

A. YES. 

Q. UITH A SLASH. DO YOU KNOU UHO UROT^ 

THAT SIGNATURE? 


I STAND CORRECTED, MR. HEGER. 
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YES . 


UHO DID? 


MY SECRETARY. 


AND SHE LJAS AUTHORIZED TO DO THAT ON 


YOUR BEHALF? 


APPARENTLY SHE UAS. 

Q. AND YOU DRAFTED THIS MEMORANDUM? 

A. 9 YES. 

Q. YOU IN DOING SO REDUCED THE EXPORT 

o 

PROJECTED BY ONE BILLION UNITS FOR EACH OF THE 4 YEARS 
COVERED BY THE SCENARIOS. 


HEGER? 


ON UHAT BASIS DID YOU DO THAT. MR 


MR. KLOTZ^ OBJECT TO THE FORM. 


MR. TOPMAN: UHAT'S YOUR OBJECTION? 


MR. KLOTZi I ' M'fNOT SURE YOU PROPERLY 


CHARACTERIZED UHAT HE DID 


OKAY . 


A. I ‘ M SURE THE REASON UASpTHAT OUR 

SALES OF EXPORT UERE NOT MEETING OUR EARLIER 
EXPECTATIONS. 

Q. AND DO YOU RECALL ANYTHING 

SPECIFICALLY, MR. HEGER? 


NOTHING SPECIFIC. 


IN THE GENERIC FIGURES YOU SHOU IN 
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1984, 23.7 BILLION CIGARETTES IN SALES, AND INCREASING 

THROUGH TO 1987 TO 17.8 BILLION SALE5, AND THAT'S TRUE, 

■A 

IS IT NOT, FOR BOTH YOUR OPTIMISTIC AND PESSIMISTIC 
SCENARIOS OF SALES VOLUMES; CORRECT? 

A. THAT'S UHAT IT SAYS. 

Q& ON UHAT BASES DID YOU SELECT THOSE 

NUMBERS? 

9 

A. WELL, 1984 THERE IS A FOOTNOTE UHICH 

SAYS THAT IT UOUL£ BE THE SAME AS 8 MONTHS OF L1GGETT'S 
1982 EXPERIENCE, 1985 AND BEYOND. I DON'T RECALL UHAT 
UAS THE BASIS OF THOS% FIGURES. 

Q. AT THE^TIME DID YOU BELIEVE IT UAS A 

REASONABLE BASIS ON UHICH TO BASE THIS MEMO? 

O' 

A. AS FAR AS MANUFACTURING CAPACITY, YES, 

FOR AN OPTIMISTIC AND A PESSIMISTIC TOTAL SCENARIO. 

. 

Q. DID YOU THINK IT^UAS NOT REASONABLE ON 

SOME OTHER BASIS? 

9 

A. UELL, UE CERTAINLY UANT TO BE ABLE TO 

HAVE THE MANUFACTURING ABILITY TO PRODUCE S’HE SALES THAT 

UE ARE ABLE TO SELL SO UE ALUAYS MAKE OUR CALCULATIONS 

0 

ON MORE THAN ONE SCENARIO. 

Q. I UNDERSTAND. 9 

A. SO IT UAS A HIGH AND A LOW SCENARIO. 

o 

Q. BUT THE HIGH AND THE LOU SCENARIO 

YOU'VE USED IN YOUR DECEMBER MEMO ARE AS TO GENERIC ^ 

B24 20445 
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PROJECTED SALES THE SAME; IS THAT CORRECT? 

A. THAT'S CORRECT. 

> 

Q. AND THAT UAS YOUR BEST ESTIMATE OF 

UHAJ YOU EXPECTED BROUN & UILLIAMSON'S GENERIC SALES TO 
BE? 

MR. KLOTZ: OBJECT TO THE FORM. 
vJ' 

Q. IN THOSE YEARS? 

A. o IT'S HARD TO SAY BECAUSE THIS UAS WAY 

BEFORE ANY DECISION UAS MADE TO GET INTO THE GENERIC 

o 

BUSINESS. THIS UAS DEALING UITH CLOSING OUR PETERSBURG 

PLANT AND MOOING TO fJ^ACON AND TRYING TO DECIDE UHAT TYPE 

OF MANUFACTURING CAPABILITIES UE THOUGHT UE MAY REQUIRE. 

O 

FOR GENERICS? 


Q . 
A . 
Q . 
A. 
Q . 


FOR EVERYTHING. 

RIGHT. INCLUDING GENERICS THOUGH? 


INCLUDING GENERICS, 


DID YOU SUBSEQUENTLY UNDERTAKE AT 


BROUN 8. UILLIAMSON STUDIES TO DETERMINE UHAT SHOULD BE 
SPENT IN CONNECTION UITH MOOING INTERNATI (^JAL TO MACON 
AND PRODUCING GENERICS? 

A. YES. THAT UAS THE BASIS OF^HIS MEMO. 

Q. UERE THOSE STUDIES THAT WERE 

SUBSEQUENTLY CONDUCTED BASED UPON THE VOLUME FIGURES 
INCLUDING THOSE FOR GENERICS THAT ARE CONTAINED IN YOlJft 

DECEMBER 1983 MEMO? I 

<« 1 

THOMPSON. COULTER, GETTELFINGER 8. PATEN B 2 4 20 446 

(5D2) 582-1627 j 


http://legacy.library.ucsf.ecffii^6BcWl^jOWpdtrindustrydocumonts.ucsf.e‘t}u/dd^‘s/lfxlOOCri 


CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


I DON'T RECALL 


LET'S MARK AS HEGER EXHIBIT 9 FOR 


IDENTIFICATION A DOCUMENT ENTITLED. "RD&.E PLANNING 
REPORT. IMPLEMENTATION COST OF EQUIPPING MACON TO 
PRODUCE ALL DOMESTIC AND EXPORT PROOUCTS. JANUARY 
19B4." DISTRIBUTION INCLUDES MR. HEGER. 

ONE OTHER THING. MR. HEGER. THERE IS 
A DOCUMENT ATTACHED TO THIS WHICH IS CONSECUTIVELY 

NUMBERED WITH THIS. BUT MAY NOT BE PART OF IT SO — 

o 

STAMP NUMBERS ARE 159678 THROUGH 709. 

{^HEREUPON, HEGER DEPOSITION EXHIBIT 
9 WAS MARKED FOR IDENTIFICATION.) 

A. DID YOU WANT ME TO REVIEW THIS WHOLE 

9- 

DOCUMENT'’ 


Q. FIRST LET ME ASK YOU TO LOOK THROUGH 

IT SUFFICIENTLY SO YOU CAN BE COMFORTABLE IN 
IDENTIFYING IT ONE WAY OR ANOTHER. 

A. I CAN IDENTIFY IT. 

Q. WHAT IS IT? 9 

A. THIS IS THE RECOMMENDATION THAT WAS 

9 

MADE FOLLOWING THE PREPARATION OF THIS MEMO. THE 

RESEARCH DEVELOPMENT AND ENGINEERING REPORT TO PH*6E OUT 

THE PETERSBURG BRANCH AND MOVE ALL OF BROUN 8. 

WILLIAMSON'S CIGARETTE MANUFACTURE IN THE UNITED STATES 

TO MACON, GEORGIA. THIS WAS THE RECOMMENDATION. * 
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bb 

1 

Q . 

AND YOUR REFERENCE TO THIS MEMO IN 

2 

YOUR ANSWER WAS TO THE HEGER EXHIBIT 8 WHICH IS YOUR 

3 

DECEMBER 20, 1983 MEMO? 

4 

G A - 

I NOTE THAT THE SALES THAT IS IN THE 

5 

RECOMMENDATION 

ARE THE SAME AS THE SALES IN THAT MEMO. 

b 

Q . 

HEGER EXHIBIT 8? 


& 


7 

A . 

HEGER EXHIBIT 8. 

e 

Q . si 

DO YOU RECALL ANY DIFFERENCES, IF 

9 

THERE WERE ANY 

, BETWEEN THIS RD&E PLANNING REPORT AND 

10 

THE ONE REFERRED °T0 IN HEGER EXHIBIT 7, THE NOVEMBER 

11 

1983 ECONOMIC 

ANALYSES? 

12 


MR. KLOTZ • OBJECT TO THE FORM. 



0 

13 

A . 

THIS IS A REPORT WE'VE REVIEWED? 

14 


(WHEREUPON* THE DOCUMENT WAS THEN 

15 

HANDED TO THE 

WITNESS.> 

lb 


THANK YOU. ^ 

17 

Q . 

READ BACK, IF YOU WOULD, MY QUESTION. 

16 


(WHEREUPON, THE REP&TER THEN READ THE 

19 

RECORD.) 

9 

20 

A . 

I'M VERY SORRY, WOULD YOU READ IT 

21 

AGAIN? 


22 

Q. 

READ A LITTLE SLOWER. 



o 

23 


(WHEREUPON, THE REPORTER THEN READ 

24 

THE RECORD.> 


25 

A . 

THEY WERE 2 DIFFERENT ANALYSES, AND 



<* 
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I '-M SURE SOME ASSUMPTIONS WERE DIFFERENT BUT BOTH 
ANALYSES DEALT WITH THE SAME SUBJECT MATTER. 


MEANING MOOING PETERSBURG PRODUCTION 


TO MACON? 


6 Q. DO YOU RECALL WHETHER YOU MADE ANY 

7 ANALYSIS OF WHAT PERCENTAGE OF SALES OF GENERIC 
B CIGARETTES YOU PROJECTED IN TOTAL FOR 19B5? 

9 A. AT WHAT PERIOD OF TIME ARE YOU ASKING 

o 

ID ME THAT QUESTION? 

11 Q. THEo TIME — AROUND THE TIME YOU WROTE 

12 YOUR DECEMBER 20, 1983 MEMO. 

O 

13 A. NO, I DON'T RECALL. 

14 Q. LET'S MARKKAS HEGER EXHIBIT 10 FOR 

15 IDENTIFICATION A MEMORANDUM FROM MR. HEGER TO MESSRS.. 

16 KOHNHORST AND ROEDER WITH C.C.'S T£> MR. DIEBOLD AND MR. 

17 LOYD, STAMP NUMBERS 129783-85. 

s> 

18 (WHEREUPON, HEGER DEPOSITION EXHIBIT 

19 10 WAS MARKED FOR IDENTIFICATION.) p. 

20 A. OKAY. 


23 RECEIVED IT. 


CAN YOU IDENTIFY THE D0CUMEN*T? 

I DON'T REMEMBER IT, BUT I CERT/yNLY 


YOU RECEIVED IT FROM — WHEN YOU SAY 


25 RECEIVED IT -- 


THOMPSON, COULTER, GETTELFINGER & PATEN B24 20449 


(502) 582-1627 


http://legacy.library.ucsf.ecSiilij]l6»ctflffEtf)jO^wsttM*industrydocum0«ts.ucsf.0du/docs/lfxlOOO1 



CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


A 

2 

3 

4 

5 
4 
7 

6 
9 

10 

11 

12 

13 

14 

15 
14 

17 

18 

19 

20 
21 
22 

23 

24 

25 


A . 
QPi 
A . 
Q . 


a 


48 

A. FROM AL DIEBOLD. 

Q. LOOKING AT THE DOCUMENT WITH THE FIR5T 

PAGE , WHICH HAS SOME INITIALS ON IT C.J.H., THOSE ARE 
yol/r INITIALS? 

CORRECT. 

AND YOU WROTE THEM? 

YES . 

AND YOU ATTACHED TO YOUR COVER 
MEMORANDUM MR. DLEBOLD‘S MEMORANDUM WHICH ARE THE NEXT 2 
PAGES? 

A. YOlf'RE CORRECT. 

Q. AND YOU SENT THAT ON TO MR. KOHNHORST 

AND ROEDER AMONGST OTHERS? 

O' 

A. YES. 

Q. LOOKING AT THE SECOND PAGE OF THE 

EXHIBIT. WHICH IS THE BEGINNING OF^ MR. DIEBOLD‘S MEMO TO 
YOU; CORRECT? 

s> 

YES. 

DO YOU HAVE AN UNDERSTATING OF THAT 


A . 
Q. 


MEMO? 


VAGUELY. I BELIEVE THAT THIS MEMO 


WRITTEN ON JANUARY THE 12TH WAS PART OF THE THOUGHT 

PROCESS THAT WENT INTO MAKING THE RECOMMENDATION THAT WE 

HAVE IN HEGER EXHIBIT 9. I BELIEVE THAT WAS PART OF THE 

TIMING THAT THIS WAS -- THEY NEEDED SOME -- THE ANALYSTS | 
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<4 NEEDED SOME HELP IN GUIDING THEM WITH SOME BROAD SCOPE 

2 INFORMATION* AND I BELIEVE THAT WAS THE BASIS FOR THIS 

3 AND* THEREFORE, I REVIEWED IT AND APPARENTLY SENT IT TO 

4 MR.OK0HNH0RST AND ROEDER AND TOLD THEM I THOUGHT UE 

5 SHOULD GO AHEAD ON THIS BASIS AND THAT WAS PART OF THE 

6 EARLY THINKING THAT WENT INTO THIS REPORT. 

7 Q. IN OTHER WORDS, AS YOUR MEMO SAYS YOU 

8 WERE IN AGREEMENT WITH MR. DIEBOLD'S MEMORANDUM; 

9 CORRECT? 

o 

ID A. FOR AN ANALYSIS, CORRECT. 

11 Q. THE) DIEBOLD MEMORANDUM, WHICH IS PART 

12 OF THE HEGER 10* IN PARAGRAPH ONE REFERS TO M.P.E. 

13 ASSIGNMENT OF COST. WHAT DOES THAT REFER TO? 

14 MR. KLOTZ^THE SECOND PARAGRAPH? 

15 A. M.P.E., I DON'T KNOW WHAT THAT REFERS 

16 TO. I JUST DON'T KNOW. I'M NOT FAMILIAR WITH THAT 

17 TERM. 

18 (DISCUSSION OFF THE RECORD.) 

19 Q. IN PARAGRAPH — THE FIR^T PARAGRAPH 2 

2D HEADED "VOLUME," THAT IS EXPLAINING THAT THERE'S GOING 

<* 

21 TO BE ADDITIONAL COST INVOLVED IN MOVING EXPORT 

22 MANUFACTURE FROM PETERSBURG TO MACON? 

23 A. THAT'S CORRECT. 

24 Q. AND THE REASON IS BECAUSE GENERICS * 

25 WERE GOING TO BE, ACCORDING TO THIS MEMO, MANUFACTURED 
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ON EXISTING MACON EQUIPMENT AND THAT WOULD NECESSITATE 
BRINGING SOME OF THE PETERSBURG EQUIPMENT TO MACON AND 
RETROFITTING IT SO IT COULD WORK IN MACON? 

O A. THAT'S UHAT THIS REFERS TO. 

Q. ANO THE PURPOSE OF THE MEMO IS TO TRY 

AND DETERMINE A BASIS FOR ALLOCATING THE COST OF MOVING 
— OF CLOSING PETERSBURG AND MOVING PRODUCTION TO MACON 
BETWEEN GENERICS, EXPORTS — AND EXPORT CIGARETTES? 

A. AT THE TIME THIS WAS WRITTEN THAT 

O 

WOULD HAVE BEEN THE REASON FOR THE MEMO. 

Q. ANDoTHE MEMO PRESENTS 3 ALTERNATIVES; 

CORRECT? 

A. THAT'S CORRECT. 

Q. AND IT CHOOSES, ACCORDING TO MR. 

DIEBOLD'S MEMO. NUMBER 1? 

A. IT CHOOSES — 

Q. LOOK AT PAGE 2. MR. HEGER. 

8 

A. THAT'S CORRECT. 

Q. AND YOU APPROVED THAT CHOICE BY WHEN 

YOU SENT YOUR COVER MEMO UP TO MR. KOHNHORST; IS THAT 
CORRECT? 

A. YES. I DID. ^ 

Q. LET ME DIRECT YOUR ATTENTION TO PAGE 

IS WHERE IT SAYS. "IT SHOULO BE NOTED HERE THAT BY 
UTILIZING MAKING EQUIPMENT ON GENERICS WE HAVE INCREASED A 

. K 
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THE COST OF IMPLEMENTING EXPORT." DO YOU SEE THAT IN 

HEGER EXHIBIT 9^ 

A 

A. YES. 

O . Q. THEN IT SHOUS A TOTAL EFFECT OR COST 

UNDER THE OPTIMISTIC FORECAST OF 8.9 MILLION DOLLARS 

APPROXIMATELY? 

u 1 

A. (NODDED HEAD AFFIRMATIVELY.) 

Q. ® DOES THAT REFLECT FOLLOWING THE 

APPROACH THAT YOU RECOMMENDED IN YOUR MEMO OF JANUARY 

O 

13, '84 FOR ALLOCATING THE COST BETWEEN GENERICS AND 

EXPORT MANUFACTURE? ° 

A. I DON'J REMEMBER, BUT I WOULD HAVE TO 

ASSUME THAT IT DOES. 

0. AND PAGE 1 % OF THE DOCUMENT HEGER 

EXHIBIT 9, THE RD8.E REPORT OF JANUARY '84 ALSO PROVIDES 
THAT THERE WILL BE OTHER EXPENSE OF *953,000 FOR A 
MANUFACTURE OF GENERICS AT MACON? 




A . 

WHAT PAGE DID 

YOU REFER TO? 

Q . 

15. 

? 

A . 

15? 



Q. YES, SIR. 

A. THAT'S CORRECT. WHERE I'M HAVING 

TROUBLE WITH IS THE SUMMARY BECAUSE THE SUMMARY 
ALLOCATION ON PAGE 2 IS DIFFERENT. 

0. I'M NOT SURE I UNDERSTAND WHY YOU SAY 
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THAT, SIR. 

I BELIEVE GENERIC PRODUCTS IN BOTH THE 

SUMMARY -- IN BOTH FORMS OF THE SUMMARY SHOWS 9-5 3, 

DOES IT NOT? 


o A • 

I WAS LOOKING AT THE *8.9 MILLION. 

Q . 

I SEE. NO, I WAS ASKING YOU ABOUT THE 

953,000 . 


A . 

NO, I UNDERSTOOD THAT. OKAY. NOW, I 

UNDERSTAND. 

©THAT'S — WE WERE PREVIOUSLY TALKING ABOUT 

ADDED EXPORT 

COSTS, YES. 

Q . 

0 

BY THE WAY, ON THE SUMMARY ON PAGE 2 

OF THE RD 8 .E 

REPORT OF 0 JANUARY 4, IS THAT YOUR 

HANDWRITING? 

0 

A . 

THE PENCILLED-IN FIGURES? 

Q . 

YES. O' 

A . 

YES . 

Q . 

AND IS THAT TRUE?FOR THE NEXT PAGE AS 

WELL? 


A . 

9 

YES. 

O . 

THE FIGURE UNDER EXPORT ^RODUCTS IS — 

I CAN'T QUITE MAKE IT OUT. CAN YOU — IS IT ILLEGIBLE 

TO YOU? 


A . 

YES. 

9 

Q . 

WHAT IS THAT, SIR? 

A . 

1 THOUGHT IT WAS. I GUESS IT ISN'T.* 

OH, I SEE WHAT IT IS. 36,983. 

<< 
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PRODUCTS IS 1343? 


AND THE TOTAL FOR NEU DOMESTIC 


RIGHT. 


AND THE GRAND TOTAL? 


STARTING 9,280 


THOSE REFLECT HANDWRITTEN CHANGES YOU 


MADE ON THE NUMBERS? 


RIGHT. 


AND YOU MADE SIMILAR CHANGES TO THE 


PESSIMISTIC SALES SCENARIO COST SUMMARY ON THE NEXT 


PAGE? 


BREAK 


TAKEN.> 


THAT'S CORRECT. 


OKAY. LUNCH? 


WHENEVER IT'S A CONVENIENT TIME TO 


# # # # 


(WHEREUPON, A LUNCH BREAK WAS THEN 
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r eoc rt w m cn was m ar as 


n i-c'*: : y gi c vou ti sc-ss taut report witn any be uv 
o' 


O *. C \ * *. cr 


i 3 a:/: sc:.? 


C c r i v 


uo vuu rc-caii wim wnc: 


u:. njc.' ti . an e r. q otne-ti. 
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1 maae tc Drown & wi 1 1 1 am son -- 

„ i-.b . KLOTZ. on-nun. 


ki ene;.. 


co our 


f'n< . C Go cR du : -- witn Walter 

0 


i-u\ . ALOTZ. Riant, in resoonse 
9* 


a c-. 


hR. COrJDREiM: Riant. mcu auring 

t.nat visit I ruaae a specmc request for tnat 

uo cum er.t, ana it nas not yet Deen proauceo. 

<s 

riR . ToPrtA.4; mat tanes care cf 
tn at l ssue . p 

no. nLCTZ ; well, if you are 
cor. cor net- a uo ut not paving document i, cne vtr^ rcui..-. 

tor cur crier to you to com:, m was os cause oe spi tc 

9 

tn r production or tiunort os cr tnousanos of do cu;.i u 
ci tnc most marginal possible relevance, you co::ti -u 




U i%vl Cl i ui> j f\ w U 

.oui sviu <i. «xo;.tuci;y 40 20 2 
( 5 0 2) 5 c7 ~ i 2 / o 4 
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:c Si::.. to sn i ivei auo: ticnai 

• o cU.-.. v: r - . nil. s **. nv *ic sa 1 u. v 0 u w an: tn ■v.'.i. vc 


Tns agreement I 

.liciCr: W 1 r.i will CCt is -licit I WCUi C 3 Sii I or SpOCl-iC 
aotJiusn^. dnu ttiit nc wouio m aKe a:: snort to i ccs :? 
tncse Documents racner tnan turn -- 

® I’ns . KLOTZ. are you telana m e 


.n az n~ c. a s r. 


c r- • t- •? 


ink. CONJkEU: Yes. I ‘m telling 

you tact ne nes not produced that document. 

o 

hr. KLOTZ : He has not made an 
efrort to locate tnat document? 

I'tK . CONDk ci'.: I cor.’ t know ir 

O' 

at- * s moo- an sac::, or r.ot. out vie aor.’t nave it. 
among a numoer or otner documents tnat I requested ir. 
a July 2 5* letter to mm and a Jutfv 3 0 letter to aim. 
Ana tne unaer star.ai na I woricea out witn mm is tnat I 
wool a make specinc requests i or aocumer.ts. ana n u 
wcuia icon rot tnem. ana no woula have Drown u 
wiiii am so r. pc r sc nne 1 1 o o < r or tn em. 

ink . ,4L07Z. Your rrrus$: to 


r: o t _ u. 


r:co r c. ; 


i* ji sous si on was held ofi tr. •• 


T M.NII C.lO rtci. l a KJ Cm ui.J liuu 
Lcui bvuit. Kentucky 40 20 2 
i 30 J.) 5 t»7 -i S. 24 ' 
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l* w 

X* 


2 

*■ i k . C Um un uii • or.c »>• orr *■_ t.i * *i'<. 

* 

^ r..vc: r tor e su r.t t c. r o .r, v ;r;i; ail of the luii 

j 

*- 2 u o-. .r,ic: avcix ctl e rot mv ms taction ir I war.*. t c 


G 

~3 

" ^ m — ' — • * a w J m . * ~.L-i. Oil Ui w.:; • 


■ i.i. iLoTI. i :o r epr ee;-nt t u tc 


Dtr^:. I Jir/t car; wr.ac >,r. ki cm an rtprec-:;^ 

7 

~ o you. 

6 

^ iia i O i * Oi\ ; I QOn 1 Z KH Ov/ Wile z 

c 

you represented to Mr. oariter. 


(A 

1 0 

i-ir< . KLOTZ: Fine. Then you are 

n 

not m a position to spear. for r.ini, are you? 


o 

12 

cut . CuiuKt.n Ko, DUt I'm m a 

13 

position to spear. aoout^wnat Mr. Kieinan ana I wornec 

1 4 

our, specirically witn respect to cost documents. 


<?• 

15 

fi.\ . i uP i'iaa ; L9 - r.i 6 j ust 

16 

u.nuer stunt now. wnat you are telling me now is you -- 

17 

i-i* . K L OTZ : I ‘ m telling you mat 

1 6 

ar. offer was maus to weoster and Sneffielc. I tola 



13 

nr. banter we nave produces in narc copy aosolutely 

20 

every document mat in cur judgment has a^ny con- 

21 

ceivijio orating on issues in tins cast, namely tn •; 

2 2 

cost cr g.’nrrio ci g * rctv-s. now over, your si<uo 

23 

co;;ti nuiiiy cl aims to os interested in additional 

2 4 

document a. mku v cur occument requests are so di oauiv 

2 5 

worcsti. cal i’i nc x r i_;t r.iiV rcr everv document 


\S» 


1 III J Gv ! i Li l\U tn ^;<lO KJu 


Louisviiic. ,.c-f.tucKv 40202 
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r t-i ati no :c an y co s: ci ea sr:t ci any pr c.ouct 

- '-iii. J - CT. UT v v* ijy Zj r wvv I; u ul 1 i I cLi. S - I. * Tli d w w€: CD I'll C - i i Y 

:.;u: c..,or ac-: s r v i-iy accjrrisr.z m t:* c- rinance 

. .a. .. . , . 

•-; - . r ; :.t.. «r.u I rvnow ci r.r way cl satisfying /car 
t ca u a av t sue: t ci cayir.c 11 yea w art :c t;-vi c-w :.r. 
Liic£ ci^mr nr.jncc a:-.ar t.r.tr.t. tali us. we will mine 
the;., available, nie drawer dv r li e drawer in 
Lou -:v*us. gehu veu can meris. for co ovine anvrnins vou 


.-ik . ToP;iHi\; well, tne only 

thine i car. ceil veu is ooviousiy vou have an 

o 

advantage since nr. barrier is not nere, can't respond 
to tnat. I can oniv teil vou mat I have not heard of 


tnat ki nc or oner 


i iU . kLGTZ. Tnac's fine. 


i UPnni'l: but I will oe aiao 


to a cur ess it with nr. Barker. 

hk . C On oft £n : let me just note 

tnat hr. ft 1 err.an nas never responded to my speciric 

reouest r or documents in letters to nit. oy say me vou 

$> 

car. come anc Iook at all tne files ir you want. 

lit r tspcnoeo oy say ing^tne. t n•? 
ar.c. or own * >u 1 1 x am so i. wouic it uKe ar. err or t to locat. 
mesa aocuiaent a ar.o wcuid procuc? tn em upon loca ®ira 


I Mii i. i. i U m J n u K'J Cr. izi'i o ft 0 U 
Louisville. ftontucKV 4J20i 
( o U i) b u7 — 1 a L 4 
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iK . uLGTi. Frer.Kiv. I tnir.i. 


n i v -r- v v r v 


cs:upi iii .*■ aoout wuc-rs your very 


rcc3:.'. n iv . net yet J5<r. r ui ly responoe w t w. 

i Oven, wc c?on-?s'. letters iron you every coupi f or 


uj v s r c r Iuli :ic:u. 


y uu wone. 


11 ri . Cu>< ui* ui<: I ’ Ki r.r t 

O' 

c o:tipi tii r.i r.q. n 2 r:v. I • ni just tilling you cnet -- 
5 , ,-.i< . KLGT2. It sour.as 1 ue 

you're compi ai ni r.q. it sour.as 1 ise you were 


complaining oeioVe. 


MR. TOPnAw: well. I'm going to 


tell you something. I really aon 1 t want to taiee up 
ti me l n th is ae pc si ti or<> 

MR . KLOTZ: I don't eitner. Ana 

tn e reason 1 con't want to ks up time cr. it is 


Ji cause 1 muae an one; 


Mr. barker precisely to get 


na or tnese i orotic arguments or^ce ar.a for all. 

MR. TGPMAN: It's realiy not 

necessary to cnaracterize anc engage 5 ir. the ad hommem 

attacks. Tne Judge said we were entitlec to 

cocumer.t s. Tne Juage -- 

nr; . KLOTZ. hHt; I Sil u to 1r- 

V 

o a r ti'j r . you wan: tn cm . you got tn tin. 

, 1 .;. TjPi irti.; Just let me r s:i. 
jo you mirio /i art/? .<ow. yc u may not agree witn win t 


Ta.u. ii.a/iJii « i<U Cn cit6 RUu 
Loui Kentucky 40 2J2 

(50 2) 5 07 -1 S' I*. 


624 2K472 


http://legacy.library.ucsf.ecEdinl6s6#6l^fi!fpdWTmdustFydocume*rt9?ucsf.«du/etecs/lfxl00^ 




CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


to -• Jo 


. kLOTZ. Tms has notm r.g -- 


n c. i oc]ict :o in is nan n cuung to do wi:.i 

O 

T.n: du ug-: a:-, vc us m crcor to produce 

jKu,',i or: o. Li ter -liy constr ur u. your uo earner.- re-uest 

csi a eu fl»cr evorv coca... ert 1 r. cur finar.es ae^a r t;«era, 

snc. I .Tisae tn c s? ao cu:n er.t s avail sol e. I ci cn ’ t nave- 

me- co nv e r si c 1 or. witn veu, I naa it w i cn autnonzea 

representatives or ycur client, ana etiose Documents 

o 

were made avail aDl e ov my oner a montn ago. 

0 ilk . TvPiiAi'l: Can I just finisn? 

nk . kLOTZ; you can finish ycur 

stateinent. It was more tear, a montn ago. 

ini. TOPnmIm: The attempt to 
O' 

cn sr sett r iz e as loiotic a no mos-a ctner m n ci or werue. 

I oon't cninx really aavances tne call very muen to 

<c 

get tms tmng going, especially in lignt of -- wnat 

you're teilma me is the judge tola you to proauce all 

o 

documents ana we are still asmng tor lciotic tnings. 


point, i'll. io pm an. 


iik . ixLOTZ. iJO . Y 5 ^U Hi i s s w o 1 1 i c 


. ToPiiA.j; n6ii. car I - ■ 


,-i.\ . kLOTZ. ,>ic . you can't. T n •: 

o 

Judge mu u» to proauce ao cum er.t s 2 .no we produce a 


iM.4i'ICt'ID/-\lJli C, i.U Li'i wilu 1. w J 

Louisville, kc-ntueivy 4u 20 1 
( 5 J 2) 5 c7 -1 s> o'* 
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. TuP; 


«r. u t n u t tn n — •. 


aj w t i-i u 


pr ooj us 3 ce r ti i 1 ca re whicn wc r. uv 


iiKOu vca i or now rcr at i ea st two times, ana it s-mus 
t a u i r x 1 on ?. ox v cur r u nr ess nza tier, ana all tn e 




you iJu? teoay we n=vrr.’t get:.-, r. 


yuur er:t yet. 


!•,.<. fxLOTZ. You nave net ootten 


ny st a tamer.? yet. You win get it at an appropriate 

time. ,-iy statement toaay has notr.mg to do w i tn 
o 

complete proaucticr. or every aocument you nave 
requesteo in any cr o ycur requests. wnat I am tellinc 
ycu toaav is tnat every cost aocument tnat you have 

gi 

requesteo nas oeen crxerec to oe proaucec to you more 

tnar. a mentn aoo. Tnat nas nctning to oo witn any 

O' 

certificate. 

i.k . TO Phan: I thi n< it's got a 

lot to ac witn trie certificate, frankly. 

mk . < L OTZ : I thinn it nas 

o 

atsol utely notning to co witn the certiricate. 

r..* . TUPpiAN: Gitay.^ Let me just 
try ar.u get on witn tne ceposition. 

,-i.i . AL OTZ : nappliv. 

q. Tan figures in oacon dxnxuit 4o 

e» . 

s?coij u Uuii r i*jpor c » w. nr? t. appear on Page 15 96 6 0 
relating to gene-tics -- 


T i4 Cl i M J i t u L U C r i 11 ■ 4 o r. U D 
Loul sviiit. ker.tucKV 40 20 2 
( oG 2) 5 cl -1 a 64 
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. or. - nuri. 

. - - tut 5o.217 f 000. in 

u: vvrui x n. :. 9 u..tou;.s.« was on a :.i eta od that was s' : 

2 -Si 1 v * ur - a r 1 i _ r ;a o. aa tic; January 13. 15o4, 

i..*C‘_L ix.. .01 . 10 - u *. w > (,. i. ^ (V... ci s r . 11 

or ? - l ir.'oa iiiotr.ca a a r a o r s ua 1 oner a. roiioweo i r. 

ae or r..: i ru r.g tact 5S.217.0CC ngarc? 

$ i».\. rvL 0T/. . Go] feet t 0 t a s c r.... 

A . I ao r . 1 t r ecs 11. 

Q. 0 0 c you recall any discussions 

wnti or. rtugnes or anyone si se at brown « wi 111 am so r. 

o 

respecting one reduction to the $39,260,000 naure 
tnat is referred to m<br. riugnes 1 Feoruary 2 4, 1 964 


m era c ? 


I IT; certain 1 nod discussions 


wita or. nugne-s one. ,-.r. ricDoncugn concerning tnat. 


tneir suostance? 


Do you navfi any recollection of 


Tne Question is from tn e 


reduction cr tne 43.4 minion — 


Yes, sir. 


— town to 3 3 .3 ? 


Yes, si r. 


Tns 01 scission was that tn 5 


original stucy was rejectee. 


TA.'h't c.iJhJi 1 u HU Crt ciio kuu 
LcuiSviiie, .xcr.tucHy 4u20 2 
(50 2) 5 67 -1 914 
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uv wnra, sir? 

„ . 1t c r p] ecreu oy L> r. mu c:; >: j 

m i i L i t 1 * r 11 OC • 

v . a i. w- t u t ns w £ - uciy of 3 9 m — i i. i l. 

w*j i - c • t n 11 me s u c.j c ct cr Lt— scui.—ion u*3 . *• c c i y w« 

c r. u o I . n U cr. Ci; 

A. Yes. it was. 

i/O yea recall any of tout 

ci scussi on? 

a. ° Tills is cne proposal mat. was 

ultimately accsptec. 

o 

(A oi seas si on was Del a of i one 

recora.) ^ 

(m snort recess was taken.) 

O' 

v. . In 1 9 o3 . or ov/ n a wi 1 11 an. so r; use a 

e LIF^ raetnoc cr cost m its inventory? 

A. Yes. 

ana you mentioned Derore, I 
® ^ 

tnirsK. tnat tr.e metnoa wet was usee in tfne LIFO was a 
multiple pool metnoc. 

P 

a. Tnat's cor rect. 

s . At tnc eno of one vear^, ror 

fcxaniDie. ir. Ii;b3 uiu uiuwr. u wiiiiamson mans cr. eucrv 


M . 


Tnat* s 

k * 


a t cn c 

ir. 1 9b3 

Ui Ci 

u i uw r. u 

L I Fu rest 

r V r 

account 

H . 


Yes. 


1 A.; i. ^mu 11 ^ nJ C" c.m c u j 
Louisville. .NLi’.tucicy 4U2G2 
( oQ 2) 5L.7 -1 S C.-i 
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v. • t«ny or ^ wi c* r. u v,i i ic... su r. un 

I Fd rc; - .t< v cccoc.*. = s cp.,j v.-c t •- c^srging 01 rcc-.iy 
. i.'i.'::'.:. :;v a c c o c- V 


0 I cor:'t ur;uer stand the q u:.- o-_i or:. 

h • v.hi*. mata c c. r cr «*c ti no 3 

rest rye- accojr.:, w;a c.: 30 ti 1 : was LIFj 7 ,:o: r:Si -• 
« . u - n uh . 

y <5 -- wr.e.\ t.'tev ‘ rt using a reserve- 

account, wnen tnere is LI Fu expense. to ere is a crtai: 

to tne reserve, °cctrecr? 

A . un-huh. 

o 

p. Can you teii me w ny drown a 

wiiiiasnscr. usea a reserve account instead of airectly 

crediting its inventory accounts? 

<> 

a. urown ii i,iuia.ason went on LIru 

in iy4b>. a no tnar's tne wav tne svste.t is set ut. 


Ana tney ji$st continued to 


roiiow tnrcugn when you were tnere? 


Tnat's correct. 


Are you familiar witn tne 

p. 

concept unuer L I Fu of dollar decrements? 

A. nc . I 'I'., nor. 


or puunu oe cr c.m c nt s, ? 


at - v u z uid iiicr w i::i 


.i-li. ws c^p;-u ence a pour.u 


TrtiiiiLMiiMUii Li I\U U1 IvUU 

LO Ui cv 11 X * K € Tit U C IiV 4 o X U X 
( 50 2) 5 G7 -1 S 54 
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2 u a uc i. i. j i a 2 cr c:;t c r.t . 


Ci/ ul U V ! w j “ ' 


^ iill iH lilt — how i; 

iSl i-.cz i ur v ..i nun..;,sj.„ yet. I an familiar w ; 


y • oousu v ul ejiDi cin • zt.oav o 

concepts. pour;i. oecraaen: ana aoile: ascr omen? 

m 9 i< 3 li. ycj sxpen fence a aecr esuent 

i: year in/er.cory i 2 we are talking aoout lea: 

inventory when one year's poundage in inventory at 

L/ecesoc: 31st. at tne er.c of tne year, is less tnan 

o 

tne prior year. 


cause mat to aooer. ? 


cikay. Ana what factors woulc 


Tne level of -- it's striot.lv 


tne level or inventory tnat you nave at the ena of tne 
year m your possession. 

o. Ana tnat's a function of -- 


Of ouvinq ana purenases a nc 


uslnos 


s- -- now much you pur cn a sc. 

.woe . you refer to a collar 
go or c::n cr.t. Couiu y i. u o;;pi si r. tn at concept? 

m. w-oii. tiic.rc is aollars ® 

asscci dttc *: i tn poui.es, ar.o eacn time you set up < 


I ttiii’it.i.QrtUh a kU C“> c.4 b R j u 

Loui sv 11. . kentuciiv 40202 
•50 2) 5b7-llo4 
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7 

6 

9 

10 

11 

12 
13 
1 4 
1 5 
16 
17 
1 8 
1 9 
20 
21 
22 

23 

24 

25 


i.7 


Llr'v x ay e r , it's a t a cer uii nos ae*/e:.ainc o 

z:a iMiiu.:: cr y --or par c:.j£; s r.as user, tnat v ter . 

jj w:.en you reuaw year poundage. yea are reducing 
O 

tt tne levers :;u: wer>: se c up in prior years. 

y. Tii-- utir.es or pour; us or toos-cco 

is a or clou or. or U-s cur rent veer's rc. cr.ur acc ur x r.c 
d* 

process. cor r c-cz ? 

a? Incorrect. It's a matter or 


wr.at is solo that year. 

o 




Ana tne parenases m a given 


year is wnat you ooucht? 

o' 

A . Th at 1 s cor r ect. 


■ 


f$i oe term ini ng now muen tobacco 


tc ouy in a given year, does Brown & Williamson case 

O' 

tnat cr. a sales forecast for its cigarette products? 

a. Among other things, yes. 

p. what are trfe otner things in 

aaaition to tne sales forecast? 

A. Tne quality or tne crop, tne 

prices or tne tODacco, tne economics. That 1 s 

P* 

Da si cal ly it. 

«ncn veu say economics^ what ore 
you referring to mere? 

a. well, as rar as the price 8i t::-. 

too.; c co ariu wiit you anticipate prices may -- arc t.;:s 


Tm:v o aLI i i a liJ Cn u k 0 D 
Louisvilie, iCtntucity 40 20 2 
(502) 5 07-iS o4 
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2 6 


v - £ z v a t s at 


a-v.' i .;ay o.-. n; at year. 

m.-.u if vc a a -3v e a -- for L»r c*-::. 


u 

4 

3 

6 

7 

c. 

9 

10 
11 
12 
1 3 

14 

15 
15 
17 

1 b 
15 
20 
21 
22 
23 

2 K 

z5 


x* sc a uf> us c « cig cr ero ^ x>i ci c 

o 

Wv'ui c resui t. i:: i tag LI Fa expense? 

a . Yea. 

^ nfiu woiio trxr.xir.-. »u':: 

prori: r or arowr. u i.i i x i am so r. ? 

a 9 Ta ax’s cor r ec* . 

y. In 1 S83 > tirown « wi 11 1 am sop. 

o 

expecienceo a pounuace aecrement; is tna: ngni? 

m. I aoi; 1 t recall. we coulc 

o 

cercai niv loox at trie figures. 

y . i/kay. Wnat document woulc be -- 

r \. Tnc- income statements tnat we 

P' 

i. co iwGf o cl « wi* i s i.» oi ra no. 

i i.< . COi<Il/Kcim: 4 5? 

Trid WITNESS: Yes. 

A. Yes, tbere was a aecr emer.t, a 


Can veu tell me now mucr. it was 

9 


sizable aecrement in 1983 
fc • 

according tc tn e report? 

a . I; was 5i3.0CU.0iiC rc u.Pue a . 

v,. w.iv ci c d r ow v. a vii 11 1 am sc n 

£.oc ra * ncs ta at $53 000,000 naure? 

rt . os cause cur leaf inventory r. 






Tm- 111 ci, i i c. k J C.i Lih u k J ki 

Louia^iiie, Aentucxy 4u2C2 
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1 0 


ISgj i t-Si. :nc.r. cur i r.v er.turv s : 


3 :.ia; a reiiection tac. r 


ujJr.qj or :oo:c: 


r.u ;r,vcr.tcry exceeaec 


our cn u s ; c or 1 e u 


i- - s. 


i or x n; i r.: ory V 


nic or own & .,'i 1 i i aia so r. prc-.cxct.c-a 


xcr 1 S»o 3 £ cjjt cr u.„ s nt c-t or. at £izc? 


Since I was at 3 mTUS q urine tno 


picnning, I uon°t recall. 

v/. I i or own & william son nad 

o 

precictea tne arep in sales volume tnat it experienced 


in 1 sb3 -- 


i-nV. KLOTZ: Od j ect tc the lorm. 
u-. - - i t^w oul q n av a oe e n a ol e to 

acj ust its pur causes — witnarawn. 

Let me sno^ you wnat's been 
previously marxea as bacon Exhibit 3, nr. neger. 
m. OKay. 5 


oeforu? 


riave you seen Da con Exnioit 3 

P- 


1 1 sa ow s at cn e uo t com 1 c-r r~ nu r u 


corner a cc to Ji-t a no 


Tn jt'ii correct, 


l n i b r\o ;*i rf i\J Cn u<4b Rub 
Louisvxne, .CentucKV 4U2U2 . . . 

( 5u 2) St7-li»b4 8 2-1 20451 * 
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C j n is v c u V 


h.in Ui-i srar.as i or Mr. Me jany.a:; v 


1 n v. ' 3 


sent t 


1 1 a j r \i 


in t:.i£ pa c.■_ :\a z. tu -- u 


noer tat nciamc 


me rv ps a dollars anc millions. Appears to say gr ft: 


po un us w i tr. ffeorri e n urn u-r; r s 


un-huh. 


oo you recognize tne 


lidnow ri ti r.q? 


I tninK -- I ‘m not certain. I 


tnmi mat's Conrad uleJn's hanaw ri ting. 


Your under sta nai no of tna: 


col umn woul a ue tout tn o Oft oounos stands tor crc-tr. 


po un os ? 


Yes. 


Ana that tne figures that appear 


unaer tnat column reflect tne green pounu decrement 


ror tne cor r esoo r.oi no uoilar riaure decrement? 

$> 


These xiaures of uoliais^ 


doer ement z for l 964 tn rough -- inducing the 


;d now n t ten on-us -- 'do relate to me then cur red. 


nvc-ysd plan ror 1 >04 to 1986? 


TM(Jiiti. j mU i*i a KU Ci> Roli 

.ouisvnie, \snrucny 40 202 
( bu 2) 5 o7 -1 5o4 
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J'»;< . i\ l O I l • uO ] cC! 


t..i :• i cr... . 


I * c ui c a as urn ■- tn a t ‘ s c o r : v c r . 


cr.ei-.if 


s; . La : :.i - £ :iu yea a do cuiter.; 

o urowr. u ..nix aai soTo uj ccc Corporation, lyo-l- 


1 9 c u C o r po r 11 c Pic.;., a n u k nos a - - 1 n me 1 ow t r 
ric.u-fiaiiyj corner it save Never, oar 1 i»t3 . 
a. Un-hun. 

y An c tr. r st aiu p n urn ue r s. wm cr* a t a 

somewnat lliegiole. m ev are. I tninx. 1 923 -- Iocks 


lixe 15 tnrougn ^5. 


mis? 


imR . nLOTZ: Are you mar King 


'id. Turman: Yes. we'li put 


tms as neger Exnioic 12, rcr ioentir ica ti on. 

. O' 

(i.ncr iupor., cxmoi t 12 was uiarxeci rcr 
iae nti r ica ti on.) 

a . 0 x a y. xs 

^. Can you identify wnat we've 

mariceci as riegei Exhibit 12, tor identification? 


cor oo raze oi ar.. 


Yes. It’s the 19 64 to '66 


cr t.’i r ; CO CUi.: - 


nu ir you wculo iojk Pag-. 17 


u xi — n Uu . 


- - m etc i s a on ar t sh ow i r. c 


I A,;iLi,OnJr. ct kUCaiiuLviU 
L 0 U1 sv li 1*: • *\ ■- i, . U t r.V 4 J 1 U 1 

(53 2) 5 67 -1 9 64 
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uc;,U5t i u ou s i r.e * s uni t volume i or sea at. a:.u tu* 

international aus: niii unit. vciw,j rorecast anc :.,cr. - 

;c::i tor oocu of tnem, I guess, 

o 

v.-r... calculating a pr oj ectior 
i or L I r*> u'ic: ent. ui t. ar ow r. « r,i i i a an sc r:. tor tr. 

1 'j 0 1 tu u gn 1 b u t l gu r a s on a - co n 3 • u £ c j uit t.i c 
com Satie volume cr also part cf trie international, es 
v. en? 5 

i-ik . kLOTZ; Oo j ect to trie for in. 
o 

uo vou Know now tnat was calculated? 


come, mar tv. 


i-.k . TOPi-im,^: Your time will 


I wcula assume that it was ootn 


domestic and international, out it may nave gust oee: 

O’ 

domestic si nee t.i :-r -c was v erv little cnar.cc n. 


inter national. 


Okcv. The 'domestic volume, &• 


least from 1 b4 to ‘ 86 ■ is relatively flat in tne 

5 » 

cor por a tc pi an. 


s ta te.ii v=nt. 


repeat tne question^-- tne- 


Yes. Th a uoiii ostic uni & voi urn . 


ic recast i r: tn a corporate plan for t.i'- years 1: 
tnrouen labo is o^siuaiiy nat. 

Inciuuma new products. 


7 1 kJ C."> tnu ROli 

Louisville, Kentucky 40202 
( bu 2) 5 c7 -1 y & 4 
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. Y i; . An g an ue x ta c t see ni ac. 

ux c. i d-_ cotu ci test ncnuii iy purcnasings ar.G 

jwi w a L. 1 O D£* 1 X; Dc- 1 d n v- C 1 i you “* — 

^ n,; . nLOTI. Go j ect to th; for.... 


voi u.u c scenario'? 

O' 


• - li. you £Qut=Ss ] us: :;if 


Y£S. 


Yet tne tacon 3 ior lS»b 4 , tor 


example, snows an 11.2 dollar aecrement incluaing -- 
wnen you induce 1 ' new products. 

A. Un-hun. 


ior the 11.2 ngare? 


Can you explain to me the Da si s 


1 ‘ o sav De ca use th e 


international sales were ccinq down, ana as far as 
leaf purcnases, we are very -- as far as leaf Duying, 
we are very conservative. 


wnen you say conservative, in 


what respect? 


A. we won't Duy to cur normal 

durations as far as on tne come of tne success of an 
anti ci pa tec new product as Kicnisr.o was at ti^r time. 

v;. I s*?o. In la& 4 , rirst quarter, 

aid or owr: u wi 1 i i am so n discuss various ways of trfyir.c 
to alleviate its L I r j as cr oiuer.r prooiem? 


T AW i* bW 6 mG ii c: ixjin ;.<Ei KUl) 
LOUisviiie. Ktrit ucxv 4020 2 
( oO 2 ) 5 87 -1 i o 4 


B24 20485- 
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n 


6 

7 

r, 

U 

S 

10 
11 
12 

13 

14 
1 5 

15 
17 

1 o 
IS 
20 
21 
22 
23 

2 

lb 


10 4 

Y £.- i . 

v - me £;rj.v y c u a aocum er.t c.a : s u 

aitc;. i i . 1 ab4 , or: lmTuj i et cer ne-a g. It's entities 

O 

.-.a r ci\ > u L i r u r .i r:c, «rx r ii stamp numbers arc 
2 d 157 5 8 5. 

I . Tu Pr.mJ ^ V ."3 'IX ill ct t r\ C. 1 J.C 35 

: i c- o - r txnita c 13 . 

( ,i:Pez cups r.. dxnicit 13 was marxea for 
lue r.tu ica ti on.) 

o 

m. Gxay. 

9 . o 00 ^ 0U reC2 ^ i attending a 

meeting rcugmy m tne miuale of Karen 1984 to discuss 

0 


u L w ' s L I decrement? 


A . Yes. 

O' 

x. ace 00 ycii recail tic; nr. osesr. 

attended wit.n you? 

a . Yes. 

9 . w’nere was the meeting neld? 

a. I uon't rememoer. 

v. Diu hr. Oliver attend? 

A. I tnought tnat tr.es: -- let m*.- 

read i;u s icrsc paragraph. Yes. it says h a ^rtci.uec.. 
9 . c is nr. Oliver? 

«» 

A. nr. Oliver is tne tax manac: r -c 

caTJS • director or ta 2 i r 0AT05 . 




I 1 . L> n J i I a l\U O.T Cud KOL/ 

Louis/me. .xL-ntucKV 4u202 
( 50 2) 5 o7 -1 b o4 
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» 






, 

A 


\ • 

r-» . i C i'I X” • n'v J JliJ iiti Jl 2 a J t t « w 

/. 


c _ t r 

c* 7 

3 


r\ • 

T.iut’i n',%: it says. 

4 

O 

\ * 

ht mi s meeting the alter r.a rives 

3 

c *k zz w c x - 


s s :• u war. o: si early si;: i terns. correct? 

0 


>» . 

Co r: e ct. 

7 


y • 

Or.-t was going from multiple pool 

t 

LIF'j a cco 

u:. V r.g 

co nc z ur~ i uusinc b s unit poollnc Lieu 

9 

a c co an tin 

c. ana 

me otiiers were contract 

1 C 

iiianur act ur i nc. 

processing or manat act ur i ng tor others. 

11 

terraina zx 

n c t n e 

L I Fa election, obtaining legislative 

12 

reiier or 

usi r.a 

O 

snelter techniques, correct? 

13 


A • 

t#\Z ri rrr.ative noc. ) 

14 


J • 

ntger ExniDit 13- au you 

15 

r eco:v ? a 

co py 

or tn at? ^ 

15 


A • 

Yes. 

17 


D • 

ana tne initials at the ena of 

16 

tne document or 

prior to me attachment shows DA5. 

15 

Tn osa are 

«r. sc:ie enter's initials? ® 

20 


A . 

Tn a t 1 s cor r ect. 

21 


U . 

Anc u. a. 5cnec;ite? was witn 

22 

r~\ \ 0 i ? 



23 


A • 

Yes. 

2 



>;.i a t was nis position thee $.7 

2 o 


/-\ • 

«e ns r cl counsel. 







uihJ nUn u isJv.il i.N j ROli 

Louis/ill e. or:t uc kv 4j2u2 
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Alu .'15 til . Or. f J 


Tl. L t ‘ £ correct. 


x . l: vca tjrn to Pag-: 2 or 

i ic*. r 1 j £irici pd i n c j i c.rj.y t.» s se n t e r.cc c n c t r it un ; 

" i i r. c • oi!: ciiiier ? r. c v os tv; e t n t n c car rv l nc v al u s- B o i 
iy 

me new layers ar.c tneir current year costs is less 

man tat coiSpa. r «ei e aiirerence r cr tn e domestic iear 

ravers, ruture l I Fu decrements would oe far less 

o 

costly man lr we stay on our existing multiple pool 


L 1 Fu r or mat. " 


At tne meeting tnat was a 


uu] ect or discussion it. naren of '84? 
A . Yes. 


,nu ait vou aciree witn tnat? 


Yes. 


Ana is triatf a principal reason 


way urown a Williamson ai c in fact cnanae tne No u 
system in 1 y64? 

a. Yes. 

? 

i-ik . TuPi-iA.J: Lot's marx as nt ur. r 

dxnioit 14, for lucnnr icatior., a document o£>teu Aprn 
11. l 984 rrom mr. Scnocn ter to hi. F noon. Stamp 
numoers arc 2 524 85 tnreugn bo. ® 

I ooir.t cut to you, Mr. rire.r. 


I AN i, On O rti) ri &: l\U Lri CHtlRUi; 

Louisville, icntucxv 40202 
(s0 2) 5 87 -1 5U 
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□ 


1 


7 

6 

b* 

10 

11 

12 

13 

14 

15 
15 
17 
1 £ 

19 

20 
21 
22 
23 
2 4 
2 5 


. u / 


tn c c t:i e oo cumer.t is i nr e r r..= i j. v r urn o-i- : rd pa g-.- 1 2 ^r. „ 

~;ij urn pi. to 5, £<-*. I 1 i •, v t;, ^ ' i tae way i: wo: 

ar ouj c? ^ to co or c cc d t a a cci.se cctive stamp 
r. uj^D: r £. 

(v.. x : r £■ u ,jC- r., cxri l ui t 14 wee 

.,.:r4u i or l at it ica ti on. ) 

O' 

(a discussion was nelo oti tnt 

ri cc r o.) 

g. o,;ay. jio you receive a copy or 

tnis memo in l tax com pi ere form, neger cxnioi t 14? 

a. I con* t see any evidence of it, 

out I woul a till nK trPat I uic. 

g. Ajjxci tne last pace snows /*, r. 

Senecntar's initials? 

A . Yea. O' 

Or. pace 5 mere is a second 
option tnat is discussed or referred to. do you Know 
wnat is Deir.g rertrrec to there? 

A . Don't r em err. De r .$ 

^. Tnerc is a footnote- at tan 

aotten of tne page wnicn refers to tno r ati or.sti ip of 
tn -i overall vrrect or &«T J S tan rate m tnc U. a . w i tn 
ca,* rules t nc t.. n r 'wariowiao c 11 ; c * o.; i u b u n 
i ty • 0 

From ta-. experience you had at 


xx I.J Ln c-,^ c 1 

Louisville. A <?:.r uckv 40 20 2 
(502) 5 L7 -1 9o4 
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si w ai 1 &s Da v.. uc vcu n esvc sr; ancfersiir.ci no 


Oil Ji O,» u . b * 1 r. Cp;Ti C. C£ L; t T* 


.mi am son impacii o:; 


H-i v-iil 51 - L U £ or u . M . T . ? 

^ I nav t i limited understanding. 

I i'l i; 'ul 2 Ipi i. if Or Urt I US D COfi, i i mi tS >. S »p£ Hir —— 

becomes jar. exper.ss of d.a.T. merer ore, n we nave a 
ravoracle income Decause of a decrement situation, the 
tax as so ci ace a witn tnat oe comes the effect on 
d.A.T.'s earnings, whicn is negative, whatever the tax 
expense is at baTus in tne united States. 


DiCK, please? 


recorc.) 


i^R . TOPmAN: Could you read rnai 


(fne court reporter read the 


r. neaer, lr drown & wiiiicu, son 


pays more tax because it nas more income, that 
increment in tax is treated as anpexpense in B.A.T 


r eou cino 


That's nqnt, 


-- B.A .T . ' s income. 


mat's cor r ect. 


tax ir. dnglar.u? 


Tnereoy reducing d.a.T 4 >'s income 


I can-t talk to that. 

i-i ;■<. ToPiiMi't: Read me back mv 


TAi\.,D,L,rtUi-i U kJCn£.>ioROD 

Louisville, Aer.tucKV 40202 . 

(50 2) 5 07-1SS4 B24 2 0 4 o 


http ://legacy .library. ucsf .edu/tid^CIt^jtXTpLlf 


CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


C U = st 1 or.. 


inu court reporter reso t;:\ 


r . cd r c.) 


I 'ii try to brea* it down. ix 


o.w's income i r.cr vurss. r. -pay s a r. i ncr eaer: or inccr.ii 


tun in ta e urn tec at its a* correct? 


Cor r ect. 


in at increment in income tan is 


tree tea as an expense oy b.A.T. in Enplane, correct' 


A . O 


Cor rect. 


Tnat reduces B.A.T.'s income. 


Cor r ect. 


ijnicn you can't -- or you can 


adcress 


I ca.t adcress tnat tn e effect of 


wnet you 3 ust talxea aoout is negative on B.A.T.'s 


ear ni r.gs 


From the standpoint of how muen 


tax tnev pay or just — 


F r c.t, tne standpoint of how mucu 


tax expense they nave to put on their income 


sta tern erit. 


In r.uy of 1 y 64 , ai a brown u 


;iiiiaaison unaertaxe a stuoy in crcer to determine 


wnetner it wouic apply to tne internal Revenue service 


IAcMC.*<bAUn 6: KtJCriili'tbrlOP 

Louisviiie, Aer.tucxy 40202 
(50 2 ) 5 o 7 -lS*o 4 
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□ 




b 

7 

8 
9 

10 
11 
12 
13 
1 4 
lb 
16 

17 

18 

19 

20 
21 
22 

23 

24 
2b 


11 . 


i-r pn :i ssi on t c- i r cn. tr. ? :-.is:ir.o m ui ti p* t 

pe ux Llrj accc ur.ii no to r.s curd ou s i r .3 s s unit poux 
Ur. i.c: unti r.o i 


I'lu e IX \ 


OTZ . Can I hear tn -- 


You 21 c- luOu: w , it a e t tn cy uauer cc; < a 

si uoy tfc» s?:-iy r i in £-: toon oi •_ tr.t-y apply? 

nr! • T o Pi'.M.'i: mat’s correct. 

5 i-i.-C . K.LCTZ: uK ay. 

A. I oon’t r eit em oe r the cate, but 

o 

we aio stucv this subject throughout tne year in 1984 

y. Let fiie show yea what's oeer. 

previously nance a as oacon Exhibit 12, for 

iae r.ti r ica ti or.. It's a aocu:nent dated dune 1 8, 1 984, 

r r o:n i-i r. TucKer to yourself, with copies to Nr. oaccn 

O' 

ar;u others. 

A. 

0- 

m your aepar tuient? 

A . 

s>- 

iir. Tuctier 1 s rr. emor a noun to you oa tea dune 16. 19&4? 
a. It was cirects-d to ;r.*. 


Guay. 

rir. TucKer^ in dune of '84, was 

dt wcrueo tor Ar. Bacon. 

Ana ai o you r ecsiv^ a copy of 


There is a reference l r. 


ta ■- 


3 


se co no paregr apn of .i r. Tucker's m en. o a bo ut th e no u 
L I Fu election, r.nft cn dune 5 -- 1 ' i» sorry, "Our dun;. 




Tm: 4.4 Euo Adi , 6 k J C.-i E., o R uu 
Louisville. Aer.tucicv 40 202 
l oO 2) b 67 -1 9 o4 
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. a e oc r.c- rit- tact, wcui c s a or 


>-i • - w* — 1 i • J \J • 

L a - e sac* y a u what we* ii ... - 
r»: a*. £ iAni ui t 1 5. rcr ice rtn ics n on, whicn i s a 

o u c u •, i . ,.. - _ i i "r* —i .su u.^..sri..s. ciHv . u r i 


jjiin; l c u.c: 


ui Lira /ii u? j sttrc i n.t z: 


u> 

versus cur rear. nui lilas Pools, 1 bo4 tn rougr. 1 s»oc. 

j:a.,ip na.iDers are 231C3J uroua:: 47. 

3 

(wrier e upon, cirnioi t 15 was marKea for 


iue:.:i:ic2-.icr.. ( ) i 


15, :-ir. rtt*gar? 


oav. 


o nave you reviewed Heger ExdiDit 


I haven't, read trie wnole mine. 


I ' v c sea r.ne a c u r c u c.. i r. 


r. T u c kg r ? 


co cum er.c . 


oacon 12 


You receivec a copy of trier from 


I aor. 1 t recall receivina tms 


Let t»2 airect vour attentior. to 


Tii so cone oor .-croon. run 


pa r acr aju: • wni cn r c-i c-r £ 


June 5 estimate? 


ua- ;.un. 


1 ,\f\n ui, jhUi i u LJ cri £i\u KUL 
Louisviiie. i.cr.tuciiy 4U2u2 
( c J 2) 5 G7 -1 i>b4 
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"1 


5 

6 
7 
ti 

y 

10 

n 

12 

13 

1 4 

15 

16 
17 
1 8 
IS 
20 
21 
22 
23 

2 4 

2 5 


I 3 2 


9 
A • 

was still very soft 

o 


i. Tn i e si i iiiCi ce tn c c 1 s r er or * eu c » 

tne re. co yyt Know vr.ctner t.nat was tne oasis tor 

or own u *>i l i i aiu so r: uociuinc to aopiv to the internal 
O 

Service to cr. ar.es r rc.n tac multiple pcci lif^ 
accour.ti r.c system tc tnc natural ouai ness unit LiFo 
e.ccour.ti J V.g system? 

»-iri . .<.L 07Z. O03 ect to tae tor.... 

I tmnK tnat we Knew tne numoc-r 

Tne numDer was a moving target 

all threugn tne year, Dut we Knew tnere was a decided 

advantage, from allotne calculations that were made. 

tc continue with our study of going to natural 

O 

ousine ss uni t. 

y. Anu ignore tnat in Hr. Tu ewer's 

mer., 0 to you at says tnat tne estimate tnat ne refers 

to tnere was based upon an assumption tnat Brown a 

* 

Williamson's volumes would decline over tne next rive 

years, 1984 to 1 986 . Dio vou have anv discussions 

cr 

with Hr. Tucker with, respect to proceeding on tnat 
oasis? p. 

m . I don't recall. 

<> 

oc you recall wnecner you ;nc 
ai scissions with anv one at £ rows', a Williamson w itn 
respect tc the assumpai erss cr rucurc year's sales 

volumes taut wort usee in evaluating wnether tc co is? 


iMiiiidiOMUi'i a KJ Cn cnd riUO 
Louisville. Kentucky 402.0 2 
(50 2) 5 67 -1 S c.4 


B 24 


Tt Am 


° e 4 9 S 
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tne i\o u s v sc-': m ? 


i n -■ rca so r. t r,... - we Iookbc a * 


icc; unti r.o cn ur.ac in L I Fj ana these o; 


or po »si ui e r.-.iy w 1 cr. tne L I Fa decrement 1 


a C. S <U..I 1 T t C wOlCC W G 11 1 G . i .. V 


jowr.warc trer.c -- s:. i 


v cl aut> w c u 1 a n.. </ v a oav* r.^ arc a c a n a ( Ii mis was nor 

O' 


tii fe a s s urn pc i or., th er it w o ul an 1 t nave Deer, any 


actant too t$ cnancs L I Fc me tne oology. 


In June of 1S65, Brown & 


wi 111aniso n oiu tne application for permission to 


cnar.ge from tne ibu -- I'm sorry, from tne multiple 


pool LiFu system to the i4& u LIFO system, correct? 


■pne application was made. I 


o o r. 1 t r e ca 11 th e oats. 


. i.< . f£/PnA;N : Le 


t 1 s niatK as ne ce r 


;nioi t 1G, for i ce nt i r ica ti on, a file note oateo 


January 30, 1 i#85 , tne typed name*, Carl d. Heger, 


stamp numbers 15*802 through 04. 


(wnereuoon, cxnioit 16 was SarKed for 


l ue nt l r i ca ti on.) 


OKay. 


jig v c u 


write heger exploit 


Yes. 


lr. tne paracrapn 5 in the ias*. 


sentence you refer to tevoraoie elements of cost. if 


T . n iiis U m J ri ci Cn CU J fl DU 

tool Sv me. Aer.tucitv *10 20 2 
(5J2) 5S7-19o4 


824 204 
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1 

0 ' 
*m 

3 

4 
3 
6 
7 
b 
9 

10 
11 
12 
13 
1 4 

15 

16 
17 

1 b 

19 

20 
21 
22 

2 5 
2 4 
2 5 


114 


z;. 2 t d ref ei once 


A . 

o 


cut-cr-pc. cxe r savings cr cost-? 
hi: . a L uTZ . deject to tnt tor,... 
v.ouig vea repeat, your que.su or.? 
rir\ . i PhM.'i. wo u.l ci veu r c c g it 


(Tnc-- court reporter reset tnc 

Yes. 

Tne sentence includes a 
reference to an "opportunistic flue-cured pool 
purenase in I9fc4." owtiat aoes that refer to, Mr. 
rtege- r ? 

a. I Qon 1 t recall the oetails, duo 

I Delieve it wcuia mean aaa^r. what tms -- we just 

rezerrt-a to as ravoracle ele.ter.ts of cost, an 

opportunity to ouy flue-cured from the pool tnat would 

dc cneaper than Duying it at auction. 

q . Ana the next phrase says, 

s 

"Favoraole processing rates Decause of higher volume 

at wiison." wnat aoes that refer to? p. 

a. Tnat means that tne total 

<» 

pour, oage to oa processeo at hi i sc n was niqner w nor. 
tiiis was written tour, at some previous time, wmen 
moons tnat tnc- processing rates wculo be spread ever 
mcr ? poundage, naxinc tne overntsos at Wilson, assign :o 


cJ' 


r ccor u .) 


o 

M • 


T A.ili ClM U mU I l 

Lcui sviiie. 

( 50 2) 


a no Cr. ciiaROu 
iCer.tuexy 40 20 2 
3 &7 -1 9 o4 
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i>oc- s tiict r avot *ol e pr ocs t:.i no 


fi-.i. is tae:. ir.ccrxriic-c 1 r. tne -- as an out- or- 


po^sxo r cost? 


I: into i eat cost. 


.. a j tivc.: tn i.r c nc c o t s » r 0. cn ov qo into t.. c 


leer cost. 


so in a sense it's an cut-or- 


pccwet savings tor brown & william son as opposed to 


nxoort Lear? 


A. 1 1 1 s all or own & Williamson, 

v^. ° wnat i‘m trying to get to is how 

is it an out-or-pocKe t pavings? 

A. well, it means tnat eventually 

whenever tnat leaf tnat's per oce s se d is usee, it's at 
seme lower rate whicn means our expenses are less arm 


our profits are more. 


There is also in that same 


sentence a reference tc imports as another ravoraole 

eiemer.t of cost. wnat aoes tnat refer to? 

a. It refers to imported tooacco. 

out I ucr.'t rememoor tne details or wnat was ocing 

<* 

rtrcrriu tc a ere. 

■•in. TuP.mi'.: iiayoe it wouic o .* a 

w 

gooc time to tane a rive-minute ortak. Okay. 


T At''I I . Z> N Z* r\ U I' I C» NU Cn d. d R o C* 
Lcuisviiie. kentuciev 40202 
(502) 5e7-li*c4 
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b 

7 

c> 

y 

10 
11 
12 

13 

14 

1 5 
16 
17 
18 | 
12 
20 
21 
22 
2i 

2 4 
25 


O 


x l o 

rir\. ixLOTZi Tn — t WCulO OO C r V- ~ ' » 

i,A snort t tcesi was take.-:,} 

TuPi irtri: Let's mark as rieg-r 

x.:ni ci t 17, ter l cent it ica tier., a document. stump 
nu..,c:-r 12y77 7M tnrouun tr. 1565 Actual Lear L I Fv Kites. 

d* (w.iertaper., ctmoit 17 was marnea for 
a oe r.:u ica ti or;.) 

5 

V • 

A . 


Car; you identify tne document? 
no . 

o 

Q. Okay, thanKs. 

o I snow you wnafs previously 

oeen marked as bacon cxruci t 18, for i aentif ica ti on. 

d 

Tms is a document f rem ,i r. Drown to Mr. Scnneiaer, 
aatc*G i.av 31. 12 65. 

r\ • 

document, eitner. 
vi • 


i r.ave no Know ieaae or tms 


,b 

uo you nave any understanding of 


wnat the resale pool was comprised of whicn was 

s> 

excluded rro.n tne No u calculation? 

I would aouress y cpz attention 
to tne second page or tne document. 

a. Tne second page of tmlf 

aocument. oacon 1 b? 

g. Yea. 

a. Jn. ^ 


T I'i tt KOCrictHLiKod 

Louisville. KentuCKv 40 20 2 
( oU 2) 5 c7 -i &t>4 
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riis . in L G T a . (juj 0 ct co t 


r,. I can’t: a tip you. I don't 

r iCts ii any rti i nc soo ut tnac. 

y. F u i r c r.u u an . m r e vcu i urn i i i - r 

w: s:. on - uuv i ng si s so r. r or non -ssi u bun cy ? 

m. The Duving season for domestic 

ouriey? 

y. un-nun. 

A . o Yes, I am. 

y. Die Brown & Williamson nave a 

rule of tnuniu as to°wiiet percentage of the burlev crop 

tnev would buy pr e-C nr i^strr. as anc what they would buy 

post-Christmas in the ne;;t year? 

a. In u^ery general way, yes. 

y. And.what was that? 

A. 75 percent before Christmas ana 

*r 

25 percent after enristraas. 

y. I snow you wnaat’s previously 

Deer. marKea as uacoa txniuit 23, ror l ce nt i f ica ti on. 

o. 

It's a tne note by Fir. Bacon. 

A. Un-nun. 

£ 

ma yen receive e copy of t:.is 
tile no to from nr. oacon? 9 

A. I uon't remember it," but I'm 


I M:I n an U nlJ i'i u InU C.’i Ci’tli riOD 

Louisville. sPntucuv 40 202 
( 50 2) 5b7-15t4 


524 2C4 
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co -I -c or. it. 


uc vou r=csxi in the fall of 


1 4 :.u: br ow r. b wi 1 i 1 an sc n was e,;? e r i enci ng a 


5.000.000 ar eon dc u:. u ae cr ?nt - - 


■i* . ixLGTZ: oo j ect to tn icr,i.. 


-- ter tne vesr 1*64? 


I really don't recall it. Dot 


I 1 a. sure we wets., 


Do you recall why? 


Well, the reason would have 


Deer., again, tnat purchases would have been less than 


usi nos. 


Do you recall why tne pur erases 


were less cnan usings? 


.or spe ci i teal ly , no. 


By the f al cf 1 9 84, Brown & 


Williamson naa alreadv oeen m tne du si ness of 


manufacturing generic cigarettes. 


Cor r ect 


Let me snow vou w frat' s Deer, 


marneu as bacon 2 4. It’s a memo aatea Govern dot 14. 


lit.4, t r cm ,-ir. Decor, to i-.r. jurr a no yourself, wit: 


copies to others. 


uxay 


uio you receive a copy or l,; cot. 


TAi<iN £*n d AUim u KUCrl choKOD 
Louisvrlie. < err uckv • 40 20 2 
( bO 2 J o 87 -1 9 o 4 


624 tCStfO 
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ixnici : 2 4? 


A . Yc-e. 1 CR. 

^ . Tn-s gr Cc;‘ r sq ui rements 1 anc i n 

t.'O c."|r ; i: oi sec u po r. stiss icrecssts? 

A. I nr.c t.ns memo very ccn:u;ur.g. 

1 i omsmotr tne oo cu.r. ent. out. I can’t, see.i, tc cot t;u 
O' 

r. umoors to -- m tne taoies to tie- in with the 
narrative. _ 

Tne gross requirements, I woulo 
assume, wouia dS* Dasso on our normal way of calcu- 


iatir.a leaf aerations. 


q. Kignt. Targeted purchases woulo 

oe wnat brown & wi 11 lair^sor. expected to buy? 

A. I woulo thinK, yes. 

q. So tif&t when the targetea 

pur cn ase s/r ecei pt s exceed the requirements, aoes tnut 

mean tr. at brown a v,i 11 i am so n is ouying more tobacco 

*r 

tnar. it anticipates using? 

HK . KLOTZ: Object. 

A. I woulo assume tnat tne company 

is ouvina more tODacco than its normal deration 


policies wcuia require. 


mho tne amount or. tat 


r-eq ui nf.ner.u coiumn is a function or durations, $s 
also s r unction of projected sties oaring those 


Th.»i* di'i-> rtU A a ud Cn cud kOU 
Louisville. Kentucky 40uC2 
( 502) 5 87 -1 3 b 4 


B 2 4 20 501 
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aur a:ior,s? 


Car tec*.. 


W c ui c it os a rai i 


i££_r pc fr*.a tion or where it says tare? ted purenasst 

c-xc~~oa r an ui re.*ierx^. tnnr. 2 po eei d1 0 r 6c son for «... . . 

was oe'cause brown a a il 1iamson was ouy in’g toot ecu 1 r. 
'J' 

excess of its sales rorecast tnat were usea in 

calculating the r eq ui re.n snt s? 

‘o 

HR. KLOTZ : Object to tne for..i. 
A. 0 Would you repeat that question? 

HR. TO PHAN: Could you read it 


dsck to Hr. Heger? 0 


recora.) 


(Tne court reporter reaa the 
■0 


It wfulc d° correct to say that 


tact's a po ssi ole reason. 

q. Do you Delieve that that was net 

* 

tne reason tnat was accounting here for tne excess of 

targeted requirement numoers? ^ 

A. 1 can't recall tne reason. 

q. Tne column in tne $fchart tnat 

S 3 VS total at tne oottom snows 20.9 witn a plus sign? 

<* 

A . ~£ - h . 

0 . Duet tnat snow tnat tne taraitou 

purchases/receipts exceeded requirements by 2 0.9 


TAHHENBAOH it uUCiiENbRC/D 
Louisville. Kentucky 40 202 
( bG 2) b 87 -1 964 
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.cur cox sc. 


1’.:;;' s t:.-: total of wnat tn-: 


mat fact that tarar.sa 


oat c:» <* sc* i/rtcci pz c sncct-u r eq ui r a..: ant s by 20. i r..iii:o:: 

t'OU'oi nave anv impact or. w nt tnei cc not Browr. s 
vP 

Will lam sor. wcula e xpe r i e.nce o LIFO atcrement in 1 984? 

a. Rc, no; dv itselr. It wouic 

s* 

depend or. now muon tCDccco tne company used versus now 

n.ucr. it pur cnus^o. is what constitutes a decrement. 

Q . But by buying more tnan the 

o 

requirements, that would go towards reducing tne 
possibility or a oecre^er.t? 

A. Tnat's correct. 

0 . Tne first paragraph of tne memo - 

I'm sorrv, on Page 2 cf tne memorandum in tne third to 

tne last paracrapn, it says, "I n^ summary, it is my 

recommendation tnat we target tne 44,000,000 green 

pouncs of burlev pre-X-Kas to protect against a 1984 

green pound decrement adjusting back to target 

p- 

durations in 1 985 should our sales not materialize." 

Tnat 4 4,0 0 0.0 00 our lev pre- 

b 

Christmas is out oi a total or targeted purchases and 
receipts or 46.0000.000; is tnar correct, Mr. iia$:.r? 

LR. KLOTij t Object to the for.;.. 


Tri.* Li Cat rWJ t'i u .\ d Ch Uii d> rod 

WentucKy 4 0 202 

;5oi) 324 20503 
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I relieve ::i2:'s corrtcr. 


Arc. u 


.Looks at tne 


of 44 cur ot 45. tnst is a signir 1 canny 


i. i c:. ^ i rcen-c.g-- ot pr n 


ir chases of curie.- 


.. ci.. w r-' i, s j 


rr of car orosa crusn practice trmt orcwn a 




I tnmK it wouia be tail to 


c.uuct&tizft it as a or use orusn uesire as ocmssc to 


dl actico. 


recorc.) 


Onay. Orr time record. 

(A ciscussion was held off the 


'Sy buying tne 44,000,000 out of 


tne 46 of ourley in 19&4, tnat would leave -- using 

O' 

tno same ta rce tec n uia do r -- 2,000.000 greer. pouncs tc 

De pur chase a in '65, correct? 

HR. KLOT2 »f> Object to the form. 

A. If tne nuiriDers are correct, tne 

assumption is correct. 

ij. Woulc i t be correct that ov 

9 

Duyir.g less in 1905 anu more l r. 1 984 , you tnen crest:.* 
c greater n sk that you woulc nave a 6e cr as (^;t in 


1 9 05' 


that is- correct 


Ir vour saies aid not incr^-s-. 


1 AN i* lib 3 rtU i. L: KUCh Eli J ?iUD 
bOjirvuifr. KentucKv *0202 
( 50 2) 5 ci7 -1 5o4 
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12u> 


D 

7 

6 ! 

V 

10 
11 
12 
13 
1 4 

15 

16 
17 
1 8 

1 9 
20 
21 

2 2 
23 
2 4| 

2 sl 


y • *.n£r. you say ii your iulei 

i r.cr c-c.sc. uo you mean ii t:; cy ci u not incre-..-: 

cv or ur.u 2 do v £ w uc t m e r oo ui r am e nt s cal cul ati cr. n uu 
O 

US 0 O? 


^ y . ' Let iu sn ovv you whet's ul--. r. 

previously inar*eu as Becor. 25. It's a memo aatea 
Kcvemoer 2 0? 1984 iron. Lr . Bacon to your sell, wr. bunr. 
unu otners. 

o 

A. Oitay. 

Q. The purchases that Hr. Bacon 

o 

recommenueo in ms prior memo of Durlev, 44,000,000 
pounas, m tms memo, J^acon 25, it's, I Del ieve. 


rererencea as 44.5 million green pounds. 


Q- 

for '84 ana '65 

A. 

Q. 


Ur.- nun. 

Out of tne 46 total Durley crop 
* 

Un-huh. 

Tne purchase or tnat 4 4.o 


million creen pounas in 1964 leaving 1-1/2 million 

9 

green pcur.as for purcnasing in 1 985, was approved dv 
Dr. Hugnas? <, 

A. Uix-nun. 

q . Ir you wcula just take a 

acain ror cne moment at Bacon 25, tne last pareorc.cn 




T/uc h 8J 3 aU ii & KUCn EiiB ROD 
Louisville, Kentueicv 4020: 
( 50 2) 5 87 -1 984 
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or — ii - Hv v o • i l u pa i ccr t; on * c a cu^. in ^ * v c 
A. 0 : 2 , 1 1 m sorry. 

0 . -- "n:i adciticna 1 pr obi em 

iuenti11 :-d wco taa; « n soa wool a only be able to 

L * 

crucess «.% snip pr e-X-i-iS s ioni: 22,000,000 green poor:: 


t.r or v si cr:<_o, 


First let me asK you: Tn 


pur cn a so or toe 44.5 ourley pr e-Cn ri stma s was mace in 
3 

accorcance witn the proposal ana approval Dy Dr. 


Hugnes? 


sure it was. 


I don’t remember, but I feel 


Q. Do you Know wnv Wilson was 

unaoie to process rcugniy nalr of tnat in 1954? 

A. Capacity problem. Well, mat’s 

really not a correct answer. It's more of a timmc 
problem oefore Cnristmas because you nave very few 
aays with tnet mucn poundage coming in tnat it's too 
muon poundage to process in too few days. 

y. Right. So tnat when it came in. 

tn ev ci un ' t n av e tn e ca pa ci ty ? p. 

A. They qi an' t have tn e time or tat 


c a pa ci ty . 

Q . 0K2 y . An a n s ::r year tn ey wo ui t 

tncn process it in 1 9t>5? 


TAM ii £M a riU A c. XU CM LM S ROD 
LouiSvilie. Xc at uc kv 4 0 20 2 
( 5u 2) 5 o7 -1 5 54 
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Alter tne iirst c-f tne year. 


De c-s a t ecu cm on m our sti onz cz 


cc.c ti.'uc wmeh trie tood cco is neid in inventory 
i jffcr.ea s-? lutiiucci oi a LIFO decrement? 


q. Lct n.c snow you whiles oc r. 

O' 

previously marked as saccn Ljcmoit 2, ror 

identification, a memo entitled LIFO Lear. 

$ 

A. Guay. 

Q. o On tne secono page it says copy 

given to tnree people incluaing CJH. 

A. ° Un-nun. 


you receive a copy of Hr. 


Bacon's memo? 


I apparently aid. 


Do vou nave a recollection or 


receiving it? 


On the first p$ge tnere is a 


necainc, Background General. 

A. Un-huh. ? 

Q. Ana it aescriDes as one cf tne 

<> 

tnrst uenefits of utilizing LIFO. 

A. Ye s. 

0. Ar»c then it says the only 


TA)\ A L A*J i-i c K U Ch cIm B ROD 
Louisville, Kentucky 40 202 
(502) 507-150*, 


024 20507 
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1 


8 i 

9 

10 

11 

12 | 

13 

14 ! 
1 5 

16 

17 

1 8 

19 

20 
21 
22 

23 

24 

25 


125 


relevant nee a tive to using LIFO is tnat Be.,’ er.ti ty 
t r a or rc p r or i c a no nee income i s 1 ow er th an w c ^ 1 o oe 
r source d unaer tne FIFO rnethco cf inventory 
efval u£ ti cr;. 

A. Un-nun. 

Q. FIFO i - another memos or 

g' 

costing ycur inventory, correct? 

A. Un-nun. 

o 

q. It is possible, however, unaer 

LIFO, is it not ? to eliminate tnat only relevant 
nega tive? 

° MR. KLOTZ : Object to the form. 

A. 

ousiness is going up or whether it's going down. 

q. But pne of tne ways of 

eliminating that only relevant negative is to nave a 

LIFO decrement? 

A. That's very true, which means 

tnat's an unfavorable situation because you are paying 
out more tax aollars. 

q. Ana that's oecausePyour trading 

profits increased? 

<> 

A. Unicr. is artificial, of course. 

0. Is the fact tnat the tracing 

prorits anu net income is lower under FI PO methods, 


Well, it depends on whether vour 
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i-irC • TvijUVij . OOjGCC CO CO - Z 0T... . 

A* In a ley rain's terras, wne: voo 

w^ul c 11^ to CO IK matcn Current cost with current 

r cv fr.ue ;. 6c. tncrercre. it your sales would d; 

’v rr. r am unoor tne LIFO nscnot of accounting 

^ . 
your purchases ar.c usings wouia do exactly tne same 

eacn vear. tner mat wculc oe tne most accurate way to 
$ 

snow how a company is aoing in its perrormance. 

Q. o But -- 

A. But that's not tne real world. 

You are either acirfg up or vcu are going aowr.. 

q. But looKing at, for tne moment, 

O 


tn e - - 


A company's existence is mat it 


wants to proouce cash anc nave casn flow. Wrier, you 

nave decrements, tnat takes cash out of your business. 

* 

q. The relevant negative that is 

aescriosG in tne memo says tnat B&ii 1 ^ trading profit 
ana net income is lower under FIFO. 

A. It's lower tnen wcRiic dc 


repartee unaer tn e FI FO m etn od. 

w . Yes. Is tnat any more cr less 

artKicisl mar. tne prorit tnat accrues when you n:v?. 

o 

a LIFO decrement unoer tne LIFO system? 
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s c.i .cjic- i :• our reporting :o 6 ATU b oe cause lr. s Ax J s • 
to UU :r.cv u; ; vto negate LIFO since 1 r. t.i 



x* A Fw Ci 

A1: C C Cl 

a c co an 

ti nc 

i £ not 

allow ec. Si 


?CV = y s 

n ^ J c 

co nv cr 

t i or E 

. A. T. 

f r om 

a LIFO uz si s 

t 

c z' x r ^ 

jj A'A c • 

±\* a t i 

£ uOP.J 

at hi- 

XXU S . 



3 . 

» 1 . 

d' 


Tii or _• 

1 £ d 

r come 

tt cn sci.iuui 

c 


*3 


UL-nun 

• 





o. 


v't iti cn 

say s 

tn at. 

"If no cnar.qe 

s 


are maae ir. tneosupport program. ana given B feW 1 s 
current leer r:oc\$ are in excess of target aeration, 
oii. T ' £ 1 S 85 pur cn a se° do ur. as would be cn tne order of 
25.000,000 pounds less^tnan usings resuiting in an 
approximate $25,000,000 pretax benefit (decrement) as 

we wculc on- wording cn a 1^4 percent NS U layer." 

Erowr. u Williamson die not nave 
a pounc cecr ement in 1 y b5 , di c i^£? 

A. Tn at's cor r ect. 

q. Ana tnat's Decause it went out 

ana ocugnt leaf in excess of its targets? 

A. Among otner tnings^ yes. 

o. what otner tinnas tnct vou 

recail? 

t\. v,-: aererrea snipment of so^i u 

associatea companies' inventories until 1 986 . 
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1 


Tn at was oy EL T? 

tj v L r Ov, r: c.* it 11 a,ii !>• 

it says in that footnct: 


2 ^, 0000.000 pounos. that's green pounds? 

c\ 9 i tninK Sv* 

lire. TO : LCtC'S IT* c r K a i heCCT 

Lxhibit^l?, ror loentii ica ti on, rour pages entiu.ee 

Extract Or EnTUi Executive Committee Meeting Htio or. 

9 

September 24, 1985, stamp n ambers 1 50320 tn rough 23. 
(Whereupon, LxniDit 19 was markeo for 


iae nti r ica ti on.) 


o Onay. 


pages before? 


Have you ever seen'any of tnese 

o 


I do^.'t recall ever seeing this. 


(A short recess was taken.) 
Let me show you what's been 


previously marxea as Heger 6, for identification. 


cue. Oxey. 


HR. KLOTu ; Bacon 6? 

MR. TO PHAM : H e ge r$> 6 . 

MR. KLOTl : You are givmc beci 


It's stamp n amber tnat I'c i ixe 

o 


you to 1 ook at is 021330. ar.c particularly Paragraph L 
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1 




ui,- :mn . 


In your previous testimony. 


oo.i ls v e. vcu r er ar r «*a 


; = ferral or sales -- 


g. -- m rt-ic--.icnsriip r.o vc.ur 

vJ> , 

testimony aocut :ns avoidance or a decrement ir. lvoo -- 

t \. U.i- .i un • 

5 

Q. — is tfiis. who; is de sen or a ir, 


Paragrapn D. wti^t vcu were referring to? 


° Ar.o one projected effect of tnat 


was a decrease ir. tracing profit of 1.2 million 

K> 

dollars. 

A. l? 0 . 

Q . Tout's out-of-pocicet collars, 

correct, reai uoliars? 

* 

A. Yes. 

Q. Or cash flow. I nano you wnat's 

ce er. marite d as riagar i, xn l di L 12, ror loentiricanor. 
ano direct your attention to Page la, anSh me sentence 


:nat reads 


Lc: mu gc ducu to tnc- prior 


answer because I don't war.; 


misicoc you. i-iv a r. sw -s r 

o 


is as it inters brown, a .v nil am so n DUt not as it 


a Ui. u i-.J i-. a Cri d.) B KOD 

Louisville. Kt ntucKV 402C2 
( 50 2) 5 07 -1 $ 64 
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’ ~ 3 z> • r*. . *± . 


Vi* Coulo you explain cue:? 

A. I car.'t explain it in it; 

s^kci r etv, out tr.ese art sties :c associated companies. 


so w it j zo v 


pros its we maxe i rc.a associated companies 


is n e g a to 1 r. croup consolidation lr. London, sc wtme 
O' 

it's a prosit -- wr.iie it's a deferral of profit tc 

Brcwr. ii W ilnauison, it's negated in consolidation for 
o 

B. A. T. 

Q. 0 Heger 12 , Page 18 , tfte sentence 

I'd line you to Iook. at there is the sentence 

Deginning witn "tie? assets will decline over the 

planned period as worxir.q capital requirements are 

reauceo tc matcn lower volume expectations." It's 

riant tnere. You are fret^y of course, to review tn e 

wnoie document or any parts of it. 

MR. KL 0 T 2 : I'm sorry, what was 
* 

the sentence again you are calling his attention to? 

MR. TOPMAN: Ejo you have it? 

MR. KLOTZ: Got you. 

A. Okay. $> 

Q. Tne wording capital requirements 

tnere are predominantly ieat inventory? 

A. Ye s, tn ey wo ul a he. 

Q. Ana tnere is a reference wncr; 
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1 

2 

3 

4 

5 

5 
7 

6 
9 

10 

11 

12 

13! 

1 4| 
IS 

is; 

17 

18 

19 

20 
21 
22 
23 

2 4| 
25 


13 3 


lr hav s t.ic'y w 

o* r - r ■ i ^ 


:rl ".c 


V ^J. u... ■_ 


a i e t:, - 


•a - - tr. a wort; in? capital r *a ; ji r emer: s 
art reduced to matcn ic» 

a reference tc rnc 
seise projections: or. tne prior pace? 

A. Yv u . 

Ar.c tne way you get to lower 






volume expectations is tc tase tne domestic total 
togetner wiu Prowr. * Williamson exports unaer tne 
international business? 

A. o Ana whatever is thougnt to De in 

ELT's inventory for stockpile customers. 

° MR. TO PHAN: Could you just 
repeat one more time tt^e answer? 

(Tne court reporter read the 

recorc.) ^ 

0 . Tn at last tmng that you 

mentioned, tne leaf inventory for stockpile customers, 
tnat is not reflected on tne prior page wnich shows 
domestic unit volume and international unit volume 
for eca st s? 

A. Pnat's or, the page^you refer to 

are ciaarette sales. 


Q. 

leaf tcoacco sales? 
A. 


Ana tne stocxpile sale is jusr 

o 

Yes. 
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riT\• To PriAiN i Let m & it t ? u us 

r-eocr 20. i or 1 ce nzi i ice t: cr:, a go current, tne cover 


pi Qw CI \v 


m c:i is no: legible, out tne seconc pug a of 


w<?ii cn 1 e litied Browr. & Williamson Tooacco Corporation 

19 65-1969 Corporate Pi a::; ciate a OcouDer 1934, revise a 

February 19 65. It's stamp numoers are llieqiole. 

O' 

HR. CON DR EH: Tney appear to be 

1 si SO 5 tr» r QjU an 1 SI 97 9 . 

(Wrier eupc n, ExhiDit 20 was marked for 


iae nti f ica ti cn.c) 


Okav. 


Can you identify Heger ExhiDit 


A. Yes. 

q. WhatP'is it, sir? 

A. It's tne five-year plan, 

n. Or Brown & Williamson? 

K, 

A. Yes. 

q. if you would Jbook at Page 6 of 

Heger 20, it says -- there is a suDdivision called low 

P- 

margin. 


q. "Tne issue witn regarc tc low 

i.ijccir. Dr anus is to oe a Die to continue exploiting 
entries in tnese segments for the purpose of 
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1 


or-'tictir.c v ci urn £•; jiio snare wniie m ir.ir..iz me losses i 


coner i outi or.. " 


T:it r ei er enee tnere tc 1 ow 


.Tijircin or anas induces generics of brown & William sc r.? 


hr.u ths r d i price or ar.uec 

& 

ci gar eats s or brown « Williamson, do tnev nave a 

nicner marcir. tnan Brown a Williamson made on gentries 
's 

m 1984? 

A. 0 Woulo you repeat tne question? 

Q. Sure. 

° h?.. TO PH AN: Woula you read it 

back? I’ll just rephrase it. 

•0 

Q. In 1 984 , ai a Dranaea cigarettes 

of Brown & Wli 11 season, wnicpn were at full price, 

proviae a h.igner margin to Brown & Williamson tnan 

Brown & Williamson earned on its generic cigarettes? 

* 

A. Tne answer is yes. 

Q. Tne margins or^ tne full price 

oranaed were more attractive to Brown & Williamson 
than tn at on generics? 9 


v j. Wouio you lock a* stamp r.umocr 

tnere are some rinancial scnecules attached to tn c 

«> 

five-year plan. 


TANN BN 3hUI: & KU CH EN3 ROD 
Louisviiie. Kentucky 4U20 2 
( 50 2) 5 87 -1 9 8*4 


B24 20515^ 


http://legacy.library.ucsf.edBriliiildscffHfitfffWpdtv.industrydocaments. ucsf.edu/docs/lfxl0001 



CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


1 


1 

2 

3 

4 

5 

6 
7 
8| 
9 

10 

11 

12 

13 

141 

15 

16 

17 

18 
15 
20 
21 
22 
23 
2 4) 
2 5 


136 


w • 
A. 


Un-nun. 

Arc one cf tnem is Sen euuie 3. 
Tobacco group cash flow? 

Yes. sir. Could you explain. 


on s ci. eau 1 e. co r. co pt ? 


O' 


A. 

Q. 

9 

A. 


k.-:. KLCTi : (Deject :c form. 

Yes, 1 can explain it. 

Wouio you do that, pi es se ? 

It's a scneaule that begins with 
trading profit ^nc goes through tne adjustments that 
are made ant. the way operating cash flow is arrived at 
for tne tobacco groap metnoaology tnat is in concert 
witn the way BATUS wants cash flow from B&W 
cal cul ated. 

q. Is tt^ere aone an analysis of tne 

casn flow statement so tnat you can tell wnat is 

predominantly responsible for either an increase or 

* 

aecrease in cash flow on a year-to-year basis? 

A. well, yes, there is. Actually, 

tms scneaule nere will point a person as to where 
tr.ey want to Iook because it starts w i tnP' tr aai ng 

profit. And wnerever there is a major difrerence you 

. . 

car. go to tracing prcrits, ae pr eci ati on, nxca assets, 
aaoition ana all down tne line. 


Q- 


Tms trading profit figure -- 
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Yes. 


is tna; csiculatec cite: 


takir.c ir,io accoun: any lIFO expense? 


Ye a. 


Accruing r rom say a LIFO 


ae cr e.n ent ? 


0. In bcnedule 3 -- 

A. Same scnedule? 

q. 0 Yes, sir. the same scnedule, tne 

operating casn flow scnedule. 

A. ° Un-nuh. 

q. ^nere is no adjustment on tnis 

particular one tor a LIFO decrement. In 19B3 -- not 
the five-year plan period S'- tne re, nowever, was a 
LIFO aecreiier.:, correct? 

A. In 1 9£3? 

* 

MR. KLOTZ : Object to the tori:.. 

Q . In 19fa3 -- ® 

A. Yes. 

q. -- Brown & Wiiiiamfeor. nad a LIFO 

ae cr emer.t ? 

<* 

A. Yes. 

■j . Or. tne operating casn tlcw^ 

statement. Scneouie 3. there is no adjustment to ta*. 
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tr i'ainc profit, naurco u crcer :c arrive at trie can. 
no*, 11 c j r e ror pur puss a -- 


c.E . VO P.-iA.l 


I'll withdrew it u 


v’Ou ‘re aci nc 


at 1 dui ate . 


v,). Or. iciioui; 3 - tr. £ ope r a: i r.a 

ca a:, now statement, :n: ca sn now, wmcr. is 
O' 

calculated with tne adjustments from trading profit, 
does not us® an adjustment for tne t act that mere was 
a LIFC decrement in 19 03? 

A. o That’s correct. 

0. Tn ere is also a Schedule 13 in 


tnis pacKet. 


fiperating cash flow statement. 
Yes. In what fashion is that 


uirrerer.t r rcm tnc prior ofte, Scnedule 3? 


A. It’s not different at all. It’s 

lust in more detail. Same numbers. 

*r 

q. Tner e i s a meir.o i tem at tne 

do ttom of tnis one, however, which tjalks about DEC 


(IWC) LIFO Reserve. 


Uh-nuh. 


q. Dots that stand for decrease or 

b 

increase ir. LIFO r eserv e? 


Tnav is not the same thina a 
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1 


LIFO decre.:i 2 r.i; is that correct? 


Jus: to mates sure I understand. 


1 ^ is not tr.s same thing? 


is no t tn s am e tn i n c. 


Or: dcnecuie 14, Pace 1 or 3 


Ye s. 


-- still in one same coroorate 


pi a n - - 


Uh-nuh, 


-- there is a line item under 


capital expenditures, one, Macon Branch Expansion. 


Yes. 

0 


Coula you just descriDe Dneflv 


wnat tnat relates to? 


Tne Macon Drar.cn 1 s expansion was 


a capital project that was the closing of the 
Louisville manufacturing facility and expanding Macon 


to aosoro the production coming f r om^ Loui sv il le. 


Wnen cic tnat happen? 


That happened overP'a period or 


years do ginning with tn? announcement in tne late 

❖ 

1 70's to close tne Louisville facility. 


And it continued tnrougn 


Almost — ves. but almost all 
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1 


sps-r.^i :.c was com pi ere in 1980 -- tiK oui x of 
sptr.ai r.c was complete oy 19 82 ana 1 5 83 . 

-j. In tne scr.eaule that we ere 

i(par es na. 14, i*- shows r or 1983. actual spending for 


at project oi lc.7 inuiic: conars; is that r 


i oiu ? 


With an estimate tor 1584 or 5.9 


million collars? 


Ye s. 


q . o And a buage ted. I guess, figure 

for 1 985 of 2.1 million dollars? 

A. ° Yes. 

q. ^ne figure at tne end of that 

line item, total spending. 30.7 million dollars, does 
tnat represent just tne textra 1 that's on tnis page as 
opposed to tne total cost of tne expansion? 

A. Yes. 

q. Do you recall generally what the 

total cost of the Macon expansion pifcogr am was? 

h. It was over $200,000,000 . 


Was its purpose si^nply to expand 


Macon's capacity so it could abscrD Louisville? 

<* 

A. Yes. 

Mi;. KLOTf: We are gettin<^ 
pretty close to the time we nave tc knock off. 
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1 


o| 

7 

til 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 
2 4| 
2 5 


1 41 


recor u. 


r pco rt.) 


wk. Tu P ;: Let ui £ cc or 


ciscussior, was held oil tr.u 


Still or. -wins financial scneculc 


section. ii yc> a wcuiu turn to zz: o page er.t i ti s-c at tr; =. 
& 

top Impact 0i wot Introducing Wew Brands Contir.uec. 

A. Yes. 

9 

0. In tue last paragrapn it says, 

"Tne following sensitivity assumes tne company's 
volume is impact to at tne same rate as the industry, 
i.e. , share is mai rftai neo. " And then on the next page 
it gives volumes, 


reauction? 


It's ge tting late. 

Q. 


Does the next paae reflect the 
O 


ilk. ijiLOTL : Object to tne torn,. 
Tne next page -- 
MR. KLOTL: Object to the form. 
MR. TO PM AN : I'll rephrase it. 

9 

Tne sentence that I a sice a vou to 


take a lootc at refers to a sensitivity. is tnat 
sensitivity wnet is shown in tne chart on tne next 


pa qc ? 


MR. KLOTL ; Object to the for,.,. 

9 

Ye s. 
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1 

2 

3 

4; 

5 

6 

7 

8 

9| 

10 
11 
12 

13 ! 
14 

1 5 
16 

17 

18 

19 

20 
21 
22 
23 

2 4| 

2 3 


1 42 


q. And so where i t snows volume lr. 

oil lions ant; negative figures '86. '87 ana '68, teat 

is Gisec or; the prior sentence that if Brown & 

W^iiam son mainteir.c-Q its share, its volumes of sales 

Wwulc oe rcoucea by tnose amounts in tnose years? 

A. Yes. 

. 




Had Brown & Williamson Deen 


maintaining its snare in 19 63 ana '8 4? 
5 


sh ar e? 


A. 

• Q. 

A. 


No. 


Had it been decreasing in its 


o Ye s. 

HR. TOPMAN: We'll adjourn and 

resume tomorrow morning. 

(Recess for the evening.) 
****** 

MR. KLOTZ : Before we get 
<o 

i 

started, I want to give you copies of some financial 

statements tnat I understand you've |sned for. I have 

here copies of Brown & Williamson's financial reports 

tor July, August, September, October, November ana 

DecemD-tr of 1 984 ana January. February, Marcn, April 

ana June oi 1985. I nave not nad an opportunity to 

stamp tnese co nf loe r.ti ai . Can I have your assurances 

$ 

tms will be treated as lr every page was stampeo 
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A TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


co .Vi ice: ::z 1 £± 


HR. TO PHAN: I trunk wu-: we 


oucnt :c oc 1 2 some:,ow get th £•>■ stamped be caus'; 1 z 1 5 
p ^0 O— ol v c oe z to c w ay or 001 r.Q 1 

Cun i.r. Hecer laentiry tncse? 

HrC . ivuOij': I IOC i 1 c-V e Sii. I 

cor. * t see no reason w ny nt can' e. 


make tnem exploits? 


1 -.K. TO Pi .AN: Wny aon't we jus* 


HR. KLOTi': Fine. 


HR. TO PHAN: Ana tnen the 



12 reporter can take tSern after tney've been marked. how 

13 Iona will it take you to stamp them? 

HR. KLOTZ : We can stamp them in 

New Yo r k. ana get tnem oacKQto you in a day or sc. 


th at. 


HR. TO PHAN: Wny ao n' t we ac 


HR. KLOTZ : Fine. 


MR. TO PMAN : at way the 


20 reporter will nave them. Do we need these in our 


21 possession? 


rc-coru.) 


HR. CONDRRU: No. 


(A uiscussion was neio oil t.u 


HR. KLOTi : Snould we maKe this 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


a single eunioit? 

LR . TO Fvu\.'i : Taat' £ f 1 ne. 
i-:?.. KL010 ; I'll put a ruoi>:-r 
arcuno cnem because I've 1 already identified — 
i'il put a rucoar oar. a c r auric onerr. aster hr. Heger it us 


Lict c a cn ar. cr- 


ico;t at rr. e-.u arc ar tor you -- 1'ii let 


ner mam toe top page 


¥3. TOPi-iAO : Tne document that 


nr. Klctz nas just sale mat ne is producing, namely 

tne montnlv financial reports of Brown & Williamson 

for tne mor.tns he enunciated, have been marked as 

Heger Exnioit21. for identification. 

(Whereupon, Exhiuit 21 was marked for 
0 

iae ntif ica ti on.) 

0 . havs^you revieweo them? 


Mr. Heger? 


Can you identify them for me, 

Ye s. 

$ 

Wnat are they, sir? 

Tn ey are tn e f i na npi al r e po r t s 


as enumerated for Brown it Williamson. 


Wrier. you say enumerated you mec 


£ c r tn t- m o.nm s Mr. Klc—z saic w.iic.. °P pe ar on ti.c 

o 

rust page or eacn report? 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


1 


Tact's correct, 


q. Okay, tine. 

kR. KLCli, : Wny don't I new take 
I'll nave- tnra narKed stamped con- 
iiaertia. anc. men I'il return yea a copy promptly. 

HE. TOPiirtR : Okay. I wane you 
to Keep them separated ds cause I may nave some 


questions on mat. 


HR. TO PHAN: Let me mau tms as 


Heger Exmoit 2<2, tor laentif ica tion, please. It's 
entitled Inaex in the front, first line item is 
stanaaro costing, sfbamp numbers 4407 3 through 44172, 
(Whereupon, Exhibit 2 2 was marked for 


iaentif ica tion.) 


recor a.) 


(A discussion was nelc oft the 


Okay. 

Can you identify the exhibit. 


si r ? 


q. Thank you. I'll $iow you what's 

previously Dean marked as Bacon ExniDit 67, tne nrst 

<» 

page of wmen is a memcranaum uated Feoru_iy 20. 1985, 
zrom Hr. Bacon to yourself and Hr. Konhorst, wit^i 
copies to otners. 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


1 


Mr. hco-..- r ? 


aave you r ev 1 ew e u tua cou_. 


Ye 0. 


Dio you receive a copy of or. 


l i r so ps ge or or; u m em or & n cum .■* 


^ q. Along with io were tnere other 

p.uorS or me raeocr c.r.uur.i, or attacned tc me 
5 

men or c.n«uun ? 

A. Tne memo indicates tnat Mr. 

o 

White's memo of February the 13th was attached, out I 

aon't recall this ncemo. 

q. You mean Mr. White's memo? 

A. Mr . Whi te' s memo. 

q . m t^)e last paragraph of the 

memcr ar.aum it also says atiacheo is a copy of the 

XLF752E leaf formula sheets and the current B&W 1433 

<c 

blend. Are tnese attacned to trie memorandum? 

A. Is it attacned to this 

memoranoum? Yes, it is. 

q. Ana tnere is a reference in tne 

r l r st paragraph to an Exhibit 1 < ana tnat is also 

_ 0 
attaches to tne mom or annum? 

A. Yes. 

q . The low cost generic blenu to;: 


TAN M Eh 3 AU M & KU CHEWS ROD 
houisviiie, Kentucky 40202 
(501) 5 07 ~1 i) L4 


B 2-1 20 5 26 


http://legacyJibrary^uoef.e<fiaiiil6schHfitf)fl)fprftvrtndustry , docwflteflte.ucsf.edti/d©cs/lfxl0001 



CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


1 


ic r or t-r r eu t o 1 r. tr.is ra e.nor c.r.aum was i*uui c..i ;■ nt~u 1 r. 


t ■. p r ii 


b5 icr ncnacntnci g? nencs? 


I go n' t recall th e da te. 

Bus at. some point in time it 


lTapx wit*er .:.dv u r r. a u *ii i‘-.i. so .«c 

. r.i, - - I q (— * ■. y" 9 .t c* 

i-i* w 

vP , . . 

q. Tne sales units in :ms 

m em or ar.GU.'.i or 8.5 oilncn sticks. mat is for tne 

generics r.oamer.tnox wnicn are going to use tne new iow 

cost Diene, correct? 

v* 

MR. KLOTZ : ODject to the form. 

q. o Let me withoraw it f ana I'll ask 

vou a aifierent wav. Tne 8.6 oillion sales units are 

1 - o 

tor wnat cigarettes? 

A. Restate tne question, please? 

q . Okay . Tne column on tne 

memor ancum tnat snows sales units of 8.6 Dill ion 

*#> 

sucks relates to tne generic cigarettes wmch are 
anticipatea to be used in tnis new l^pw cost Diene. 

MR. KLOTa : Ooj ect to tne form. 
A. Tnat's correct. 9 

q. Do you know tor what pence of 

time, wnat voar met sales rorecas: is i or ? 

A. Tne aentnc sales forecast ror 

tne year 1985 was 8.5 oiinon units. I assume true is 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 




1 

2 

3 


o 

7 

8 | 

9 

10 

11 

12 

13 

14 

15 
15 
17 

1 a 

19 

20 
21 

2 2 
23 
241 


l4t 


Zil & SSiViC HUS: D£ C • 

q . Ana tn a z was r or ' al 1 ge ns r l c 

mens:, ox ana nonraentnoi cigarettes, correct? 

A. Tn a t 1 e correct. 

O 

. You nave no r scol 1 ecti or; of 

receiving the unite me:uo catec Feoruarv 13. 15£5, 
wr.icn i't attacnec to the Bacon Exmoit 6 7? 


A. 

Q. 


it at all? 


A. 
Q • 


I don't recall the memo. 

Do you have an unde r sta nai ng of 

I believe I uncer stand it. 
What's Mr. White's position at 


tne Export Leaf Tobacco? 

O 

A. Hr. White is a vice president of 

Brown h Williamson Tooa cco^Cor por ation. 

Q. He wrote tnis on the Export Leaf 

TODacco Company letterhead, correct?' 

A. Yes, tnat'*f correct. 


Mr . Heger ' s answer? 


recoro.) 


w • 
A. 


MR. TOPMAN : Could vou read bacx 


(Tne court reporter read tne 


Wr.at arc nis responsibilities? 


Mr. White's responsibility is 
orccunno leat tobacco for Brown & Williamson Tobacco 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


'JJ . r. . i - . 


.5 

4j 

y 

o 

7 

8 
9 

10 
1 1 
1 2 

13 

14 

J 

16 

1J 

■ lfl 

u 

u 

H 

§i 2 


e'¬ 
er. _ r. c z 
se'par; 
i.c co or 


o' 

te 


> r* — „ * - • • -«[ * » *7 ’ a <“* * ■ ■ * ( 

* , ^ CP _ w /. — » w .. —’ V 

A. I cor. ‘ 1 unaer soand the quest:; 

q . L>o-c:. ixporc Lear h av c - - 1 1 i. 

. a i:::ie ui t. Dcr-s Expo: t Le_: rave- a 
set cr accounts ce signaled as Export Lear 


z. i- nc 


c accounts? 
3 


A, 

Q. 


LLOTZ : Ooject to me fore. 

Ys £ . 

Anc t.nose Exoorc Leaf accountinc 


acco unt s, 


is one cz th err. a pa v r oi 1 account? 


V O c t 

V ‘ 


Q. 






Q. 


i I 

f 52 

#* 

is 2 


REDACTED 


-S? 


# 


o: who cic n a r c; 


rt. 


Tasr's correct. ^ 

Vi £ 1 c cces Ar. Write report t: 

v 

:o 1 r. Feoruaro of i 303 


uc 


u • 


REDACTED 


I— » j nj I. i Lv J ^—L E-.. O rCO J 

: »• 1 1 i . U-t :.t uc xv 4 0 20 2 
(5C2) 5 t.7 -1 y o4 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(R&W ) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


1 


1 SO 








5 

10 
li 
1 2 
13 

;.i 

1 3| 
10 
17 
1$ 


ii 

ll 19 l 


it o 

5 °20 


H n 


5 ™ ? ~ 

• « 22 


~ 3 

g2 
c > 
c = 

I- ?J 


fi 


00 


jl 


I 


- i < * *. ^ L ■ 


o 


H • 


.<LO IT : Ooj ect to tr 
Wcuic you repeat the question? 


REDACTED 


REDACTED 


Q. 


Ye s. 

V.'nat is tnat type or category of 


worker? 

A. 

#*"!Xfl 

- a ^ ? 

Q. 

A. 

Q • 


REDACTED 


REDACTED 


REDACTED 


Q. 


Coulc you explain your 
understanding cf tne February 13th, 1 9 85P- memo by Hr 
White which is part of Bacon Exnioit 67? 




t-IR. KLOTO': Ooj ect to tne fort 


A. Tr. e r 1 r st ccx Umn 1 s a gr cue 

ae si cr.a ti cr; cf tooacco. Tne second column indicares 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


riit siock ci tnese graces or. nar.a. Tn e r:.:rc column 

indicates how rnucn ole crop wcula do avail sole rcr 

eac:i craoft. Too iourci column moi cates the collars 

per pounu FOB mese- a races wcula cost if one wculc 
* O 

cuccss to buy tn c so graces. Tn e t it tn column 
met cates suture availability of uose greats. Ar.u 
tnc- last column inai cates now muen it would cost one 
to Duy those future grades. 

q 55 . Tne tuture availability is a 

reference to 1 985 crop? 

o 

A. It's a reference to wnatever 

crop of tobacco -- <£ne next crop of tobacco to oe 


pur ch ase a. 


Those grades, BC2F, where tncre 


is a B prefix, refers to Brazilian source of tobacco; 


is that riant? 


Yes. 


no where ^here is a W -- a Wi 


guess it is in front, indicates that it is Malawy 

<s 


source of tooaccc? 


I cell eve that's eg 


r r ect. 


Ana the C in front of AB2B 


maicates it's a Central American source tocfeccc? 


Tnat' s cor r ect. 

s 

And tne next -- I'm sorrv. tne 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


isst in tne grace mcicates F for flue-curec 


ar.o £ zor our i ev ? 


Yc- a. 


Sc tnaz ir. terms of -- ar.c tnc- 


Y .Hi) a 


r.- tx, c. Yb ..re oriental type tcDacco — 


A. Ye a . 

O' 

q. -- whicn is also Dought cut of 

tr. t U ni te a ^ za te s? 

A. Yes. 

q. o So Dasically these are off-shore 

tODaccos that are referencea in this memo? 

o 

A. Yes. 

Q. Jp show you what's been marked as 

Bacon ExhiDi t 66, for identification, a memo from Mr. 

Wilson to yourself and Hr.^bunn, dated March 7 , 1 985 , 
regarcinc foreign grown tobacco r eq ui ram ent. 

A. Oicay. 

Q. Die you receive a copy of tnis 

memorandum from Hr. Wilson? ® 


dor.' t recall the memo. 


Th e m err. u i ndi ca te s I di c. I 

9- 


Q. Dc vou recall trie wors sheet 

V 

tear is a part ci tnt memo -- part of the exniDi t? 

A. Ho, I do not. o 

y. Do vou nave anv under stanui no or 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


IiOn' lilt: W C t‘ n £ n £ c t W £ £ CilCUliTEG? li! t m e t:» <j 03 1 OC V V 

MR. KL 0: tf ner* you a sks u t n £ z 

I :c, i;e it you arc. ctiur.a nun does he 

u^uer .-tunc wmt me wcr h s n o c-: shows not if he nas sr. 

un ac r st-r.ui ng or no* w;.osv ar prepared tnc wen; snect 

arrived c. r mcs-i- numbers. Do vou uncerstanc tn- 
O' 

aistinction? 

« MR. TO PM AM : No. 


MR. KL OTZ : It's one tn i ng to oe 

sole to say I can see wr.at tnese columns say and I can 

see what tne nambers are and I understand what tnat is 

o 

intended to represent, but I don't Know how whoever 
wrote it got tnose numbers and what process he used to 
arrive at them. It's anctner thing to say yes, I know 
how tnose nun,oers were- arrived at. 

MR. TGPMAN: I'm still not sure 
I under stano it, but as we go through it, if you have 
a problem, you car: just say so. 

MR. KLOTZ : Ii? you don' t know 
wnere the numbers came from, just maKe certain that's 
reflected in your answer. Ir you can read tne cnart 
i or nr. Top-.; an, mat's fine. But I oor.'t w ejnt veu to 
oe saying tnes-t are accurate numbers it you oon't 


k n o w • 


MR. TOPMAN : Mo, I'm not coir.c 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


to a sk mm chut kino or uiinq. 

MR. KL C 'll : 0 k a y . 

HR. TO PHAM: Ana if I do. 
odiously it's going to have to oe out of his own 
personal Knowledge. ratner taun tac fact it's written 
d o w r. o n t n c pi e ce of pa pe r . 

^ MR. KL0T2, : Exactly. Tnat's 

what 1 wanted to oe clear aoout. 


with that. 


sneet. 


HR. TO PHAN : I have no problem 


I don't understana the work 


Q. I show you what's previously 

<> 

Deen marked as Bacon ExniDit 6 5, a memo from Mr. Dunn 
to Hr. White with a cc to jgourselr and others. 

A. Okay. 


memo? 


Do you recall receiving this 
4 


Yes. 


Tnat's Mr. Dunn's signature at 


tne oottom? It savs Jack? 


I'm not certain. 


Mr . Dunn is an em pi oy c e cf B r ow:: 


vv 1 1 i i an so n or was at th e time of tn l s memo? 
A. Yes. 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


iiuas ur tne eknioit? 


Cc:a you ic.er.tify the hanawnur.c 


>n t.. -t r i r st oaac? 
O 


Q. In Bacon 6 5 there is a refer tree 

to ui seifs si OuS on Karen 6tn, 19E.5, arc a roliow-uo 


meeting on March 11 respecting the -- I'm inferring 
tnat wnen ne says toaay. is tne same aay as tne 
m err. or an aura -- 


Q. o -- respecting tne purchase of 

foreign grown tobacco. Do you recall being at such a 
aiscussion -- or naving ever been at suen a meetinc. 


I'm sorry? 


I recall oeing at meetings to 


discuss this, out I can't recall if I was at eitner of 
tnese two meetings. 

Q. Do you recall that the crop year 

tnat was Demg discussed was the '84 crop? 


Q. You don't recall one way or tne 

other? ^ 


i-i?.. TO Pm AN : Let me mark as 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


rieger Exnici *. 2 4, rcr i aer.urica ti on. a co cur;, er.c r rc;v. 
Mr. *ni to tc Hr. Collins, aa teu April 22, 1985. Stamp 
ncavr 2 3 277 6. 

_ (Vvher euocEirnibit 2 4 was marked for 


luonru ica ti or;. ) 


net or e? 


Oks v. 


Have you seen this document 


No, not that I can recall. 

Are you familiar, though, with 


me suoject matter of the aocument? 


° Specifically or generally? 
Lee's take specifically. 


GeneS^llv. 


A. I Know what it says. 

Q. In roughly around April of 1985 

dio Brown & Williamson transfer the 1 985 crop BC3F 
grace to BC2F grade? s> 

A. I have no idea. 


Can vou te 


11 me generally your 


unuer standi r;c? 


MR. KLOIV: Object to tn? f ora.. 


His ur.oer stanci r.g of something ne's just told yu# nt 
nas no icea? 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


i’ii\. TO fi-lAi-j : Or. tito:: zz. 1 c 
r.cc a at r.crui unac-r stencil nc cf tne suu3 ect matter . 

Tr. a: * s wns t I 1 ::, a s ! nc 

^ t*. I nave a general under sta r.ui nc 

o£ _c wi.it this fci e.T. t> save. I ar.uerst.anc what the mera< 


I see. 


I nave nc xnowieage of tne 


specifics of tnis. 


Q. 0 Fine. In Bacon 67 -- 

A. Yes. 

Q. ° -- there is a sentence ir. tne 

first full paragraph wr^icn reads: "It should be noted 
tnat a corporate savings from suDStituting ofr-shore 
tobaccos would only be realized if we increased tne 
levei or of r-snore purcnases." 

A. Yes. 

Q. Can you explain your 

unoer stanoi ng of what tnat means? 5 

A. Yes. The unoer standi ng is if 

the company has so mucn ofr-shore tobaccS 1 , anc it was 

used in one tvpe of cigarettes rather tnar. anotner 

O 

tvp- or cigarectc-s. mere is no corporate saving, ifs. 
just tr. e aifferencc do tween Dleno cost, cigarettg tc 
ciaa r ttte. 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


‘i'ii c'r cr or c, to real iz c * rctr: 
cc r oo-t i:-; stvir.a, tan cs.:i pi r.y mast oav more or i-rac: : 


tC j; C CO 1 T. t 0':i . 

Q. Liu t;:< company have any mine 

iiic a ruin £bDu: non mue.: of r-snore tcoa cco t.icy 

ft’ b ui U U >_ l.i r u '^1 1 Ci- . c. « « ~ w ? 

^ A. Tn e company had a guideline. 

Q. Wnut was mac guideline? 

o 

A. Tae guideline was 30 percent.. 

Q. In tr,e first quarter cf 1S65, 

was the company at tnat guideline? 

A. o No. 

Q. Was it aDOve or below it? 

<> 

A. Below. 

Q. It w ^>s not using up to 30 

per ce r.t ? 

A. Tnat's correct. 

Q. By going to the low cost ulenc 

in nonmentnol generics, aid that put^tne company over 
tne 30 percent guideline? 


Let me sn cw vou wnat.'s 


previously oca: 


icrrcco as Bacon 37? 


Ye s. 


have you ever seen this document 


TAl’i u Li, 3 nU A i: K J Cri iuJ B ROD 
Louisvine. Ker.rucuv 40202 
(502) 5 07-1S 04 


B24 20538 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


oc f or e ? 


1 cor. 1 t recall seeinc tins 


UG CG.Ti ert 


Do you recognize any of tne 


r.urn oc r z or. z a c pa c ? ? 


i'.iV. KLGT- : 0 Eject to tne tor:... 


uc, I ao not. 


Where it says at tne Dot tom 


ncr. t -- do yea recognize tne Handwriting, by tne way? 


This top part is Mr. Bacon's. 


It appears that -- I'm not sure the handwriting in tne 


lower part of tne s&iedule is the same as the top 


part. Tne first two columns of the top part are 

O 


clearly Mr. Bacon's. But other than that, it appears 


tnat it's a aifrerent n anav^ri ti ng. 


.'here it says copy given CLK arc 


DN S ? 


Ye s. 


CMK r ef er s to l§r . K1 ei n? 


Ye s. 


DNS is who? 


I h av e no i ae a . 


HR. TO PLAN ; Let's mark as H ega r 


Lxhioit 2 5, tnre-e pa gas, the first of which is 


entitled 1 925 PROC Cost, Rednec. Stamp numbers 


TANNENSAUi-. & NJ CHENS ROD 
Louisville. KentucKy 40202 
(50 2) 5 87 -1 9fa4 


E24 20 5 39 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


^ 1 
2 

3 

4 

— / 

6 

7 

0 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
IS 
20 
21 
22 
23 
2 4 
2 5 


15 1 

S7 46 5 tn r cu gn 7 1 . 

(r.'iicr feupori, Exm o it 2 5 wis markea i or 
l cent if :ci ti or..) 

^ 42. Car: you luer.iiry the autr. or or 

tr.is -- £r.v or.a cr tm pages in tne extuu ;? 

A. Tn c* uis: pa ge is Co nr ac IQ ei n. 

Tne second ar.c tmra pages, I cannot identify. 

Q. Do vcu nave an unuer standi nc or 

wnat tne rirst page shows? 

0 HR. KLOTZ : Object to the form. 

A. Tne top part of the schedule 

simply compares reaPied processing costs for flue- 

cured ana burley at sorn^e current time of the year 

versus the Duagetea rates. 

Q. Tnere^is a stamp at tne lower 

nqnt-hanc portion or tne rirst page wmcn reads 

August 9, 1 9 85, is that Mr. Klein's stamp? 

A. Tnat is Hr. Klein's initials. 

Q. Does he customarily stamp his 

documents like that? 

A. 1 have no iaea. ^ 

Q. Do ycu Know whetner tne ou caste ci 

£ 

ngure is tne ouuat tec figure tna; Brown a n li x i am so n 


uses or tne bu cot tec naurt tnat uL7 uses? 


$ 


HR. KLOTi : ODject to the rorm. 




TA.'i II Els £i z-iu H t I\ u CH EH 3 ROD 
Louisville. Kentucky 40 20 2 
( 502) 5 b7 -1 9 84 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


ior'i'iA.x : uiicVr wiener aw it. 


In 19 85 Qic ELI have a ouccr-ieo 


El curt f or ■ pr oce tii no costs for flue-cured and cu r i ey ? 


0 . Ar.o gi Ci Brown a Williamson n 

sucn c ouogt-tio figure, as well? 
y A. Yes. 

Q. Were tney tne same? 

A. ELT i s Brown & Williamson. 

Q. Sc tne nmoers were tne same? 

A. Yes. 

Q. ° Is that for a fiscal year basis, 

those budgeted figures,^ or a calendar year basis? 

A. Which figures do you refer to? 

Q. Tne budgeted figures. 

A. I uon't understand the question. 

Q. ELT, for example, I think you 

*9 

testified, has a budgeted figure for processing cost. 
A. Yes. 3 

Q. Is that calculated on a calendar 

year basis or on a fiscal year oasis? P 

A. It's calculated on botn de se s . 

❖ 

Q. Does ELT use ootn the calendar 

ana fiscal year ouoget figures in determining w;i|t tc 
cnargc. nona ssocia red B . A. T. companies for processing? 


TANKED BAUM L K'JCH £<3 ROD 
Louisville. Kentucky 402C2 
( 50 2) 5E7-1964 


F Ci HOfll 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


nR . KLOTi : 0 object t< 


te f cr ;:i. 


Q- 1‘iiasKita cif rerent way. 

ujcuf. t i igur a r or processing cost, if any. does 
E^aT use wr.er. cn arcing r or processing to companies 
w r.i cr. are nor af niii re c w i an 3 . A. T. ? 

A. I' r.. nos sure. 

& 

Q. Are tne budgeted figures 

calculated ^r. a fiscal year Da si s anc on a calencar 

year oasis different.? 

A. o Tney can De. 

Q. Do you recall whether the 

o 

calenaar year figures for 1 984 matched any budgeted 
figures for pr oce ssi ng^co st calculated on a fiscal 


year basis? 


D5CK? 


recor d.) 


year 1985. 


HR. RLOTZ : Can I hear that 


(Tne cour t. r epor ter read the 


MR. KLOTZ': Object to the form. 
I do n't re call. 

The same question for calenaar 


Samt answer 


booking at rieger Exhibit 2s6, can 


you identify the figures triat appear in the buaget 


TAH1. uH 3 AU w & R U Cr. DR 3 ROD 
Louisville. Kentucky 40 202 
( 502) 5 87 -1 9 b4 . 


624 26542 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


□ 


u 

4 

5 
5 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 
17 
16 
1 9 
20 
21 
22 

23 

24 

25 



*1 - • 

column i cr rccnc-c or 

ocas sing costs as tne fiaur-;.- 

cn i: ir. i act; were ta 

ou cgs to ci n urn oc r s? 

> 

A. 

N c, I cer.r.ct. 

vi • 

O 

inf urm &ticn as :c *ne 

Do you have ar.y understanding ct 

os si s for tne assumption t:iat 

was usee l r. av; calcul aoi on ca tin ? page? 


HR. KLOTo : Ooj ect to tne- for.;.. 

A. 

No. 

5 

HR. TO PHAN: Let's mark as Hecer 

Exnioit 26, three pages, stamp numbers 7311 threuen 

o 

7313 . 

(Wher eupoa. 

Exnioit 26 was marxed for 

iaentif ica ti on.) 

Q. 

0 

1 1 ra just going to as* you about: 

trie tni rc page . 


A. 

Ye s. 

Q. 

Have you ever seen this page 

oefore? 

* 

A. 

Not tnat I can recall. 

Q. 

Do you know who tne initials HDD 

refer to? 

S> 

A. 

NO. 

Q • 

Do veu recognize any the 

ngurus or. the page? 

e 

HR. KL0T2 : Ooject to the ror:... 

<1* 

TA’iN iliv i3 /sLJ ii <x KUCriENBROD 

Louisville. Kentucxv 4020 2 
( 502) 5 b7 -1 y 84 

6 21 2 0 E <1*5 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


1 


i.*. TOPi-iA.'i: Let's roar* a £ at ::■: 


27, a c-.i cum c-r.c r : cm Mr. McDaniel to Mr . Klein, LIFO 
U^cia cc fc nc* 1 9 86 bucge t Requi reraent s. dated August. 6, 
1 i L5 . p r. uniocts 15*025 cnroucr. 25. 

(ui.tr n, wX.u:. . 2 / was uitr X6u i or 


iuencii ica ti or..) 


Deiocfe, Heger 27? 


Have ycu ever seer, tr.at exhibit 


MR. TOPMAN : Let's mar* as Heger 
2 8, a one-page document, entitled ELT. Stamp nuniDer 


253 893 . 


(Wnereupcn. Exmoit 2 8 was mar Re a tor 


lae nti f ica ti on.) 


Det or e. 


OR ay. 

Have you ever seen this Def ore? 
I don't recall seeina this 


Do you know who Lu H is? In the 


upper right-nand corner? 


page it snows cc? 


I sure can't tmr.k whe mat is. 

0 

Dc vet sec at tne doc tom or tne 


Yes. 


TAMM ili3 AU i. a KUCHEMBROD 
Lcuisviiic, Kencucxv 4 0 202 
( 50 2) 5 37 -1 984 


8 24 20544 
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CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


CJ H ? 


Ye s. 


Acrec am one CJH, DNS, CML ;r.u 


A. Or is tnat LJH? Trie last on;. 

0. Yes, I ;aisspoi;e. it is LJU. 1 

tmnK are right. CMK is hr. Klein? 

A. Correct. 

a 

Q. DNS we dia on another document, 

I thins. You don't recall whose initials -- 

o 

A. We never could figure that one 


But CJH is you? 
O 

Yes. 


Is t^ere any hanawriting on tms 


do cum ent that's vours? 


Q. Under tne footnote A and B, 

tnere is a parenthetical which says 6.4 billion 

s> 


sti cks. 


I'm sorry? 
Riqh t her e. 


Yes. 


Do you recognize that 


handw n ti ng? 


TAu)N EN 3 AU H £.- KU CH Zi 3 ROD 
Louisville, Kentucky 4C202 
( 502) 5 o7 -1 5c4 


8 2 5 205io 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


Do you r-••cognize any other 


ha:: uw r i uno c r. t u co cu.u er.: ? 


O A. It itOKS like all the other 

hc.r.uw ri ti ::c is oy cna person. I wculc a ssum t mat 1 


LJH. 


Ir. tne upper right portion of 


tne cocurtientj it says P-1 6. Does that indicate tnat's 

part cr some worn papers? 

o HR. KL0T2-: Object to the form. 

Q. It's a matter of accounting 

o 

practice. Does that kind of designation suggest tnat? 

A. could possibly suggest that. 

Q. There is also a P-17 further 

aowr. across from tne r. urn be 7 ,7 20 , 0 00? 

A. Yes. 

Q. Neither of^those two numbers, 

eitner the P-16 cr P-17 have any significance to you? 
A. They mean nothing to me. 

Q. Do you recall naving any 

conversations in the spring or summer or 1964 
respecting tnc subject matter or tnis document? 

HR. KLOT2. : ODj ect to tne form. 
A. 1 aon’t recall the date. ® 

Q. You ci a have some discussions. 


TmN n LH a HU I: a Hu Cri ENB RGu 
Louisville, KentucKy 40 20 2 
( 50 2) 5 G7 -1 5 64 


B24 20546 
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CONFIDENTIAL MINNESOTA TQBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


t-Ti augn ? 

A. Yes. 

Q. l.'itn whom? 

O A. Certainly Mr. Bacon, Mr. Ingram. 

Q. Do you Know wftat lee to vour 

having these ci scussicns? 

A. Yes. 

0. What was it? 

3 

A. Trying to determine the benefit 

of extra vol urn eobei ng produced at Wilson due to 
manufacturing generic cigarettes. 

O >tn mi l 11 i i . J .. 


the answer, please? 


recor a.) 


MR. TOPMAN : Would you read dsck 

(The court reporter read the 


Q. When you say volume produced at 

Wilson, are you referring to voltes of tobacco that 
were processed at Wilson? 

A. Yes. $ 

Q. Yesterday -- I'm going to try to 

parapnrase it tne best I can recall -- I^think your 

testimony was tnat the more volume there is at Wilson, 

<> 

over wnicn tc spread Wilson's over need costs, woulc. 
result in a lowering of leaf cost per pound when® that 
leaf was usea. 






T AI'J I, LW B AU l . 

a KU C.I EN B RuD 



LOU1 SV li 1 e. 

Kentucxy 40 202 

B 24 


( 502) 

587 -1 S84 

2' 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


uca tna: mean tnac the lower 

cost ror lc-ar per pound resal ting in tne spreading of 

tn Cvcr;;Oid£, woulu not oe reflected in ciqarette 
O 

cc st s until after taat lest nac beer, aged ano men 
made into cigarettes? 


^ A. 


Q. Why not? 

5 

A. Because it's current cost unaer 

the LIFO metnod of accounting. 

o 

Q. Tne actual tobacco that was 

processed in fact, chow ever, woula not get into the 

cigarette making process until it was aged? 

o 

A. Tnat's correct. 

Q. Wnenpycu saia it was on a LIFO 

system ana tnerefore it goes into as current costs, 
does that mean that ELT adjusts the processing costs 
on some regular basis during the year? 

MR. KLOTZ 1 : Object to the form. 
A. I don't understand tne question. 

Q. As ELT's processiipg costs cr.ange 

curing the year, is there an adjustment maae. either 

d . 

uurmg tne year or at year eno. m tne costs r or 
manur act ur 1 r.o ciaarettos? 

ilR . KLOTZ : ODj ect to the ror:... 


TANK ELB AU n « Kli C.i CN B ROD 
Louisville. Kentucky 4C20 2 
( 50 2) 5 37 -1 y 84 


B24 205*8 


http://legacy.library.ucsf.ecSdinl6schHfitf)fl)fpdtv.industrydocuments. ucsf.edu/docs/lfxl0001 




CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


n. I'm still r.ct sure I unusr stare, 

■ut quuSLior.. Pr ccsEEir.c costs are processing costs. 


Actual is actual 


Ir ycur question is do we cnar.cs 


cur stance res as cue processing ersts will cher.ae, tne 


answer is vos. 
vP 

Q • 


ciaarette cost? 

© 


So that's how it gets into tn< 


for a break? 


pi ea sur e. 


MR. KLOTZ': Is this a good time 


° MR. TOPhAN : Whatever is your 


Gooa idea. 

(A si9br t recess was taken.) 


1>LR. TOPMAN^ Let's mark as Heger 
ExniDit 2 9, stamp number pages 2 527 82 through 92. 

First page is a memorandum from Mr. ingram to Evelyn 
Mason, dated May 29, 19b6. 

A. Yes. ^ 

(Whereupon, ExniDit 2 9 was marxeb for 


identification.) 


tn l s e xh l bi t ? 


Can you identity any part ^f 


ittil 1 ! nn ^ nU Vt & iv U Cri S AOD 
Louisville. Kentucky 40 20 2 

(50 2! 5 37-1 984 g2^ 20 5*9 


http://legacy.library.ucsf.ecSi^6»cKIffEtf)jOWpdtv.industrydocuiTients. ucsf.edu/docs/lfxl0001 



CONFIDENTIAL MINNESOTA TOBACCO LITIGATION 


(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


i navs never seen k. 


ire veu at all ramiliar w; tn 


account glossary that's stuenea tc tne current 
n.emer sr.cu.:;, ir. tar:as or the account numbers, tne 
na:;,i-s? 


. 0 . I';., not. 


I snow ycu wnat's previously 


oeen raarneo as Parracx 5. 
o 

A. Oxay, 


Car. you iaentify what* s beer. 


marked as Parracx 5? 


A. o i recall in this exhibit seeing 

two scnedules that are included. I don't recall tne 

0 

rest or tne document. 

Q. Whic.^y senedul es are tnose? 

A. Tn c 0 86 97 and 0 66 9 8b . 

HR. TO PHAN : Would you read Da ex 
* 

the numbers Mr. Heaer gave? 

MR. KLOTZ's 0 8§ 9 87 . 

Q. Tne two schedules are entitlec, 

one, Share Or Market By Company, and tnePotner is Unit 
Volume By Company, correct? 

£ 

A. Tnat's correct. 

0 . Die. veur department prepar^ 


either one cfc tnose schedules? 


TAMEli B AU I: u K U Cri El'S 3 ROD 
Louisviiie, Kentucky 40202 
(5G2) 5 87-1 9 84 


B 2 4 20 5 5 
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER 


s c:s seal es? 


p* r * z, *■» r i r* 

C. <■_ w 4 i I*- * V « » « 


* A. 


Hct tnet I recall. 


Do you Know wnc preparec zuvi 


he, I co not. 


Kcw cio :aev come to your 


I recall seeing those scnecule: 


How they came to my attention, I don't recall, 
s 

Q. Do you recall discussing either 

one of the schedules with anvboav at Brown u 
Will iam son? 

A. o I ao net recall. 

Q. Tne unit volume by company 

o 

schedule snows a line item for Brown & Williamson? 

A. Yes. ^ 


Anu then it shows next to it no 


ge nerics ? 


Q. What does tnat mean? 

A. That means that if there was no 

generic business, what the trend was thought to be by 
tne preparer of these statements over the course of 
time tor Brcwr. & 'Williamsen. 

Q . And trie lire tnat say s De 1 ov. 

that, generics, means wnat? Next to Brown & 


t kA n a ;b au ;; «< kuch enb rod 

Louisville, Kentucxy 40 2C2 
( 502) 557-1964 


B24 20551 
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>•11 li am z o' s name. 


T-" - * uSaTii with generics os me 


i: t.:m ar ns tpi see -r.u Liggett u wvers having tne 

g-rncric ousiness, with no other competitor, as I 

r err. e:u aw r it. this wculc. indicate what woul a happen t ■ 

Brown a W il 1 iam son 1 s veatu; e in tne estimate of tne 
O' 

preparer over a penoo of time. 


was? 


L>o you Know who the preparer 


No. I do not. 


Do you know whether the unit 


volume figures next to Brown & Williamson's name under 
tne -- with generics 1 i>ne item, is the same as it is 
in tne Brown * Williamson five-year plan for the 
period 15 84 tnreugn 1 988? ^ 


A. Hay I see the plan? 

Q. Surely. ^ 

MR. KLOTin: And you are asking 
him are the numbers just for '84 tnrfcugh 88? 


cov er s. 


MR. TOPMAN : Tnat's all tne plan 

P 


MR. KL OTZ : So you w an^ t o sh ow 
aim tne pier, ar.o nave him tell you wnetner tne plan 
says 62.8 oiliicn for 15o4? ® 

HR. TOPMAN : And for the otner 


TAM £X'> 3/tU R a KU CH U\’B ROD 
LcuiSviiie, Kentucky 40202 
(50 2) 587-1 904 


624 20252 
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1 


years. 


HR. KLGiJ : And for the c::ier 
years if you sre 1 r. couot sdou: tr.at. 

q, A. Let ms mass sure this is the 

sams. rier e we go. Tne saui s numo-:r s. Wi tr. gs nsr i cs 


cr witucut aer.ancs? 


gsr.erics, riant? 

o ' 


HR. KLOTZ : You want it witn 


HR. TO PH AN: Right, 
o HR. KLOTZi: He wants to Know 

whether tne plan snows 62.8 billion for 1 984 . 


No. Tne plan numbers are 


airrer ent. 


Q. And the numbers that appear in 

Par rack 5 entitlea Brown & Willi am son Generic 
Proposal, are significantly lower than the five-year 
plan for 1 984 through 1 988? 

MR. KLOTS': Object to the form. 
You want him ts> answer 

separately as to each one of the years, whether i r. nis 
juogmer.t if they are significant or not?^ 

HR. TO PHAN : That woulc be fine 
ir tnat's the way you'd line to co it. 

A. Yes, ior eacn year. $ 

Q. 1 9 84 through 1 988? 


TANi-i EKB AU K <* KU CH EN3 ROD 
Louisville, Kentucky 40 20 2 
( 502) 587-1 984 


B24 2055 
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Ye s. 


Jest asKir.c you for the five- 


yssr plat; for me period 1 584 tnrough 1988, Heger 
ExniDit 12. whicn veu nave just been looking 


pr epa r eo? 


the f al 1 of 1 9 83 . 


-- qo you recall when it was 


It would have been prepared in 


In the upper right-hand corner 


of Par rack 5 there is a handwritten notation. Appears 

to say final and then another indeciphable word, 3/9. 

o 

Do you recognize the handwriting, who wrote that? 


what it means? 


Do you nave any under stand r.g of 


The final and then the symbols 


that we are having trouble reading? 

Q . Ye s, si r. 

A. No, I ao not. S> 

Q. Looking back for a moment to the 

two scneaules tnat you nave seen on tnis document, 
unoer generic volume mere is an item that says 

o 

scena n o 2 . 


TAN K EMB AO 1 i & KUCHENBROD 
Louisville, Kentucky 40202 
( 50 2) 5 87-19 84 


B24 20554 
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or 3 . 


have vou ever seer; a scenario 1 


MR. KijOTz.’: ODject to the form. 


con't recall. 


I snow ycu what's previously 


aesr. ^aiKea as Bacon ExruDit 44, 


Oka v. 


j. Did you receive a copy of Baccr. 

44, a memo from Kr. Bacon to Mr. McDonough, and I 

o 

believe shows a cc to you? 

A. o Yes, I do remember seeing this. 

Q. Do vcu know whether, in tne 

$ 

subject matter where it says financial implications, 

B&w generic proposal, tnatpis a reference to what 

you've previously seer, as Parrack 5? 

MR. KLOTZ : Object to the form. 
* 

A. What is your question? 

q. In Mr. Bacon's memo of March 8, 

$ 

1 984 , Bacon Lxnioit 44, the subject matter of it says 
nnancial implications of a B&W generic proposal. 


Q. Is the reference to a b&17 

generic proposal in Mr. Bacon's memo, a reference to 
what has bear, previously marred as Par rack 5, entitled 
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L r Cw i: & i. il 1 1 a.-; so n G 3 r.o r 1 c Proposal? 

iiii. KLOIt : H s wants to Know 

uo£ s on is word r er si to no is specific document. 

O Yes, I understand the question. 

ar.o inv answer is I'm not sura. 

w. Lot in3 snow you Bacon E>:hioi t 

O' 

45, a memorandum from Mr. Bacon to Mr. KcDonougn witn 
a copy to you, aa ted Marcn 1 2. 1 9 84 . 

A. Yes. 

Q. o Also with a subject matter of 

financial implications - B&W generic proposal. 

A. ° Uh-'nuh. 

Q. Ijpes the -- 

A. May I read this? 

Q. SurePy. 

A. Okay. 

Q. I direct your attention to tne 

suDject matter of tne memorandum for Mr. Bacon, wnich 
says Financial Implications - B&W Generic Proposal -- 
A. Dated -- 


Q. — dated March 1 2, 1 984, Bacon 

Exhidt 45. Is tne reference ir. that memo to a 3&W 
generic proposal, a reference- to the document markec 
Parrack 5, wr.icn is entitled Brown a Williamson 9 
Generic Proposal? 
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O' “■ 


E>:n iDi : 4 5V 5 


• KiiOTi. ; O 03 ec. :c an-- ter:... 


I 1 .-; not certain. 


Do veu Dolic-ve- it is, t&oug.i Y 
MR. kLOTO: Coject to thfor in. 
Or you j ust 00 r.* t kt.ow? 


x uor . 1 a Know. 


You cic receive, theuan. bicor: 


A. Yes. 

Q. " Did you discuss either Bacon 

Exhioit 4 4 or Bacor. Esmoit 4 5 witn Mr. KcDonouqn? 

o 

A. 1 go?. 1 1 recall, Dut I'm sure I 


Q. Dc vea recall any conversations 

dv 

you may nave nac w 1 tr» any 00 ay 2 : Brown u W ii 1 1 a,:, so r. 
respecting bacon 44 or Bacon 45? 


cor.v er sa ti oris. 


I can't re da 11 any spec! tic 


HR. TO PHAN : Let's mart; as Hcucr 


Exnioit 3 0. fer 1 ae nt ii ica ti or., a mem or annum oared 

9 

Karen 19, 1 9o4 , rr cm wr . ilegar tc Mr. McDonougn, with 
a cc to Mr. Kl-:;ir.. Stamp numocr 1 337 07. <* 

(V.'iier eupen. Lxmoi t 3 0 was marxec tor 


luer.tir ica ti on. ) 


Gr.j v . 
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Ji u vcu w n tc 


T.iy;c- 2r^ vour initials 2 


ox tr.u ?sq: 


_j« L*x w on* cor*, u v c a ^ or 01 * * 

vj> 

ir-.x ormation tnir' s contained in mis memoranau;;.? 


recall toe speciric 


pur pc so f or m x s rr. cm or a riuu.t.. 


w- 0 In mo- second paracrapn of tne 

memorandum u says: "As you are aware, the apove 

aecrttier.rs aad to B<S.'’s trading prefit ar.o taxable 

income os cause B.a. T. is not on LIFO. From a UK Doint 

O 

of view, tne tax or approximately 50 percent of tne 


aoeve is negative. 


means? 


Couic you explain wnat anut 


A. As i t says. B.A. T. 's accounts 

are not on LIFO., so B. A. T. accounts amerioeo from 

LIFO tc FIFO ir. tneir reporting; tnerefore. tne exrecr 
of Bi.; having a decrement, and higner trying profit 
and taxable income means mat B&w nas to pay 

❖ 

a dci tier.ai tax. Taut tax expense is -a negative tc 


L.i\. T.'s accounts. 


I snow you wnat's been 


T i s.C L't B.J Z> /‘.J i -i 0 Iv u Ch £i*i D ROD 
Louisville* «£ r;t UCKV 4020/. 
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1 




1 oG 


or f-v icuiiy r.’.arK-'O as 

Kx £j» n 1 U • 

2 

A. 

Ye s. 

*■» 

w • 

Have you seen Def ore K1 ei r: 

4 

LxhlOlt 10? 

G 


L 

■J 

i\. 

1 aave zee:: the first page cf 

6 

i(i 3i r. Exiiio: : 10. 


7 

* a. 

Is that in your nandwriting? 

8 

A. 

Ye z. 

9 

o. 

Have you seen any of tne otner 

10 

page s? 

o 


11 

A. 

I don't recall seeing any of the 

12 

other pages. o 


13 

14 

Q. 

relate in any way to 

Does the first page of Klein 10 

O 

tne memo of March 1 9 , 1 9 84 , whicn 

15 

is Heger ExhiDit 3 0? 


16 


MR. KL 0T2’: Object to tne form. 

17 

A. 

I would assume there is some 

1 6 

r el ati on. 


IS 

Q. 

Why would you do that? 

20 

A. 

Because they are both the same 

21 

aa te. 

P 

22 

Q. 

And they also -- Klein 10 refers 

23 

4. 

to six Diliicr. in 1985 ar.o n oi as it constant, correct? 

24 

A. 

Ye s. 

© 

25 

•J. 

Ana that's what your memo of 
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Karen IS assumes, also. 


uq_cu::'i cr.i s ? 


Tnai ass urn prion is in botn 


Apparently it is. 

Yea just aon’t nave a 


recollection or naving prepared this document for tne 
purpose of getting information so you could tnen 


prepare a merooranaum? 


HR. KLOTZ : Before you answer 


mat question, I've lost now when you are referring to 
cocument, whetner y®u are referring to the first page 
tnat Mr. Heger has identified or whether you are 
incorporating every tiling else that he said he didn't 


Know aoout. 


HR. TO PHAN : No. I'm obviously 


referring to the first page. 


the -- 


rephrase it. 


MR. KLOTZ': So, could I have 


HR. TO PHAN : I'll be gl ac to 


HR. KLOTZ’: Okav. 


Tne first page of Klein 10, was 


tnat preparec so tnar you woulo have sufficient ^ 

1 nr orr.i ati on to prepare your memorandum of March IS, 
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1 S B4 ? 


tr.cz purpose 


Lin. KLOiki : Ooject to tnc tor.:.. 
I wculo assume they are rcisreo 


Do you rci.nfcT.Der whet you did 


wi ta tne ixrs: pact ci Ki si is E xh i oi c 10 after you 
wrote i£? 

A. I assume I gave i t to Lr . Klein. 

Q. Do you rememoer whether Hr. 

Klein came Daewoo you with any response to having 
received the first page cf Klein 10? 


I ass urn e ne did. 


° I don't specifically recall, bui 


Do you recall the Dasis for your 


navino written in your Marcia 1 9, 1 984 memorandum the 
tmre paragrapn -- I'm sorry, the last paragrapn? 


the 19tn memo? 


Tne last paragraph of my March 


Ye s. 


This indicates that under tne 


assumption of generic volume at six billion units a 

year. Brown & 'Williamson would not have anv LIFO 

❖ 

ae cr em enc s curing tne five-year plan. 


Wear was the basis for you^ 


navino written chat? 
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In e oasis was a calcul 


l Ojjii r .r.t i v tr c ou c. uv nr. .11 si r!. 

w ■ h.'ia is to at :ae calculation tost 

to- too rirst pans of Exploit 10? 

n*. KLCTj. : Ooj ect to tr.tor;:.. 
A. I asve no iced. 

0* Dc vcu nave any recollecticr. or 

ui a calculation tna: i-.r. Klein cio? 


Q. ° 


I sr.ow you what's been 


previously marked as Falk Exhioit 8, I believe it's 

o 

Falk Exhibit S. for i ce ntir ica ti on. I'll give you tne 
stamp numbers, 0 87131 rough 41. 

A.- Okay. 

Q. Can }?bu identify Falk Exhioit 8? 

A. I recall receiving a copy of 


tnis ana reacmc it. 


anvbodv aoout it? 


Dio you have any aiscussion with 


I had aiscussions aoout this 


aocumer.t, but I can't specifically say with whc. 

Q. Do you recall the suos^ar.ce or 


a. Ay department furnished tnQ? 

financial exmoits mat were incorporated in tnis 
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W c ul c you lusr.tify for us. w m on 


■j :■ c - s vcu arc- rsrernr.c to? 


C 1.7 140 anc 0 07 1 4, 


G u7 13 C . G 67 137, 0 6713 8, 167 13;,, 


Ir vcu wcaio lc-ci; at 36055530? 


Wi.at nuraoer? 


sorry. 0 955 -- ch, 


sorry. Let me turn you to it, if I may. 87136 . Up 
m the left hard corner it's titled G eneri c ol urn es 5 


Percent Snare? 


o Yes. 


1 984 . 


It's 1.3 x factor, March 22, 
O 


Yes. cy 

Tins chart relates to wnat is 


callec here established or anas? 


Yes. 


Q . Those are f ul 1^ pr i ce d branded 

cigarettes tnat Brown & VJilliamson produces? 

A. Yes. ^ 

Q. And it shows an incremental 

<» 

ov srhcaa rate or 50 cants per tnousano cigarettes? 


Ana lr vcu woulc turn to tn^ 
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:r, c. i5ii page- jz t:. •: co cu:r. er. - ? 


c*LiiC J x — at pel G £ , V C c . 


1'. v.’r.icr. ie stamp r.umDer 87 140 . 

Y.ia. a pact c fci 3 ; cs a c caim-ric ex cs rtiteSr does it nr:*. 


cr Browv & Jiiiiwi son? 

A. This p=yr. r cl at-; 3 to an 

assum pt lon that 3 £nl woulo enter tne generic du si ness, 
ana tne sc volumes as sxi ow r. wculc oc Brown & Willi am so r. 

Sci 62 » 

Q. 0 For generics? 

A. For generics. 

Q. 0 Ana under tne incre.~er.tal 

override rate for tnoss. oenencs, it snows 5 0 cents 

<> ' 

per tnousanu, cost; right? 

A. Yes. ^ 

Q. If you woulo 1 cok a t Page 5 cf 

tne text, am I correct tnat tne cocument is dated 
Harcr. 22, 1 9 84 , correct? 


You got it somewr.tre a route tnat 


time penoo, I take it? 


I woulu ass urn e so, 


In tic rirst paragraph cf t.i 


tent it says in tna last sentence: "Tne five-yo^r 
pi £r. pr 03 act s LIFO a-s cr emer.t 1 . of 11.2 million ocliar c 
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ir i&64 inc; 7.8 millien doners in 1 Si£5 


r 1 Tii '. i 


' CV 1 Si 


:nc? siif or lour 


.or. units in 1 i' 0: 


would eliminate tno cv cr err. ent s entirely." 

Qc vcu recall having any 

o 

cor.v’ er sa ti cns »i;.i a r ow r. * 7 1 In am sen employees 
rc spccr. i r.q mo so sea terns no s? 


A. 


ho. I co nor. 


Q. Do ycu wow who in fiRince is 

rover rec to ir. mat last sentence that finance has 


aevise d? 


Exnibit 8? 


I would only be guessing. 

It was not you? 

Not tnat I can recall. 

0 

Do you Know who prepared Falk 


As I saic earlier, tne finance 


department prepared the last six pages of the exhibit. 
Yes. I can say who prepared it. *^It was Mr. Blott. 

Q. And you don't recall having any 

discussions witn Hr. Blott respecting the statement in 


the last sen 


tence of tne first pa r agr aphp,of -- 


I con 1 t r ecaii. 


g . Let me sh ow you what's^ 

previously oecr. rac.rK.ee as HI ei n Exhibit 9, ror 

$ 

ioe nti i ica ti on. Have you ever seen that document 
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5 

6 

7 

8 
9 

10 

11 

12 

13 

14 
13 
16 
17 
1 8 

15 
20 
21 
22 

23 

24 

25 


1 (7 

oo £ cr e? 

a. I con 1 : recall having seen i:. 

I s-iOvv you whs:' s beer, markc-c as 
£;:n 101 : 30. icr lcer.t iiica ti on. And particularly 
to c first. p.= racr apn of tn £ memo. Is tne reforcr.ee — 


vT 


r i ru sn eo. 


A. 

Q. 

3 

A. 


Ps r n tu & • 

I'm sorry, I thought you 


0k3y . 

Q. o Do you know whether the 

reference to tne attached memo is a reference to your 
March 1 9, 1 984 memo? Alar Exhibit 3 0? 


A. 

Q. 

A. 

Q. 

A. 

Q. 


recor a.) 


A. 

Q. 


Iflay I see the memo? 

Sur ely. 

Yes, Pit is. 

And you go t a copy of Alar 3 0? 
Ye s. 

* 

Off the record, 

(A discussion was held off the 
Okay. ^ 


Do you recall havme anv 

P* 

discussions witn anyone respecting Alar 3 0? 


I'm sure I nad discussions® out. 


i oon't r ecali. 


\S> 
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. I sii ov. you w n a t 1 s mar xe c — - 

ivii sor. 3- rcr lac-ir.ii icaucr.. It's a do cum er.c 1 r. tr-. 

upper ricnt-hana corner snows 5-15-54. 

^ Yes. Oitay. 

* . Yo u r c v l ew e c Wilson Ex;, ioi ; r 3 ? 

n. Ye s. 

vT* 

0. Have you seer, it oefore? 

A. Yes. 

o 

Q. AroJr.c tne time of the May 15, 

1984 date in the^ upper riqht-nand corner? 

A. Yes. 


copy ? 


co py ? 


document? 


any portion of it? 


From whom did you receive a 


Repeat the question, please? 
From^nom did you receive a 


I don’t recall. 

* 

Do you Know who wrote this 


No, I do not. 

Dig you participate in drafting 


T:i c f l n& n ce de pa r trn e n t, i..y 


ueoirtmer.t, prepared tne financial exhiDits. _ 
Q. Coula you iaentify those by 


TANN EN5 AU i. 0 K f J Ci ENB ROD 
Louisville, Kentucky 40202 
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1t.5 


1 

2 
3 

5 

6 
7 

t 

5 

10 

11 

12 

13 

14 
1 5 
16 
17 
1 S 
1 S 
20 
21 
22 

23 

24 

25 


r.omotr . pi ease? 

A. 075515. 0 7 5515, 07 9520 , 07 95 21, 

075522, 07 55 23, a no 075524. 

HR. TuPi-iAa : Mould you be go c a 


C Tiw U 


r coo t o: ck c :i e- paces? 1 1 i.i sorry. I got 


-•i Cm I 1 C.< C » • 

* Q. 


Or. Pago 13 cf one document there 


is a section entities Financial implication of 
o 

Recommenaa ti ons. 

A. n Yes. 

Q. Dio you see any prior draft of 

tnat portion of thil document? 

MR. KLOT2': How far are you 

including in that portion, just up througn tne top of 

the next pace? q> 

wR. TOPiiAN: No. I'm sorry, you 

are right. Up tnreugh ana including the section 

•f 

including LIFO leaf decrements. 

MR. KLOT2’: 0*ay. Sc those two -- 

that one and a nail page section. 

MR. TO PMAN: Corre£t. 

MR. KLOT2-. 0,;ay. 

O 

A. I cor.'t spe ci 11 cal iy recall, out 

Mere you tne officer in finance 


I'm sure I die, 
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conversations wore, what vca ssic to mm arc. wi.:-t ,-.r . 
i-icDoncju;. ssio to you. as oast yea car. recaixV 
A. I car't r ecali. 

„ Q. You can recall the substance 


g ; r.T; r ai xv ' 


T». a 2aestur.ee wcule nave occr 


ail elements or the financial bearing on tne generic 


pr epo sal 


bevond tnat? 


Do ycu rememoer any specifics 


Heger. 


° Excuse me for one second, Mr. 


MR. TOPMAN : Let's nark as Heaer 


Exhioit 31. for iaentir ica tpton. Stamp number pages 
Nu 4123 through 32. 

(Whereupon, Exhibit 31 was marked for 


identif ica ti on.) 


oer or e? 


pages or it? 


Ye s. 


Have you seen this document 


1 don't recall seeing it. 

<* 

Ycu haven't seen any cr tut 


I reel certain I haven't seer. 
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any cz t;it atcacr.me nts. I don't recall seeinc tr.: s 


:irs: nscs. 


Ir, tno V, 11 son Exhibit 3, tn: 


proposal marxec final? 


MR. KLGTi : That's tms c nt. 


On page 14 there is a suu- 


neacinc called LIFO leaf decrements. 
5 


Dc you know the ba si s f or the 


statements contained in that section? 


OD}ection? 


MR. KLOTZ / : ODject to the form. 
TOPMAN : What's your 


MR. I&OTL - : I thin* tne question 


is contusing in context. I don't know what you mean 
for the Da sis, whether you mean who he got tne numbers 

«V 

from, whether you mean how were the numbers 
calculated, whether you mean did they come from some 
other documents. I'm happy to have him answer the 

p. 

question. r 

MR. TOPi-iAN : Sure. 

Q. I'li ask you another question, 

bo you Know who supplied tuo numbers that went i{jto 
the LIFO ieai decrement section? 
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1 X ria w C r GO mc! t wTi 0 T. 0 . 


er.c Tcr.v tsacc 


T;'i ey wo ul c h av e cor. i i r om c:i -■ 


be veu know from -whom? 

Tney would De from Conrac Klein 


bo you gi u not. participate- in 


the preparation of tnis exhibit? 


Q. In tne right-hand margin next to 

some of the L1FQ leaf decrement figure, there is some 


handw ri ti no. 


Ye s. 


that your handwriting? 

Yes. 

WhatPdo those numbers represent? 


Tnose numoers represent an 


addition of two numbers. 


Do you recall why you did that? 


handwriting at the bottom of the page 


On the first page there is seme 

W At. ^ K A A. AA ^ 


Is tnat your handwriting? 
Yes. 

Vinat aoes tnat mean? 
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A. Tat: nie£R£ zuere are tour 

L»r anas c. olenac-c;. niter c: asrtttfc anc filter. 


J. *. t. _.i W *w> 


r mas cr acnjacs cnat Brown & Willi an. son w a s 


pX^ r.ni p.< 


sometime to Buturacturi and enter tne 


o'.r.enc m a r »;c t wr 


Ar;u to tne ngnt of tnet -- 
Scr ry. 


-- are tne -- 


Tc tne riant cf that, tnose are 


styles tnat wcufc go witn the brands on tne lefti 

ultra nonmentnol, kings nonmenthol, kings menthol, 

o 

longs nonmentnol, longs menthol, lights nonmenthol, 
and lignts menthol. Ttoen the figure to the right of 
tne pages is 28, which is a multiplication of tne four 


or anas times tne stvie: 


For each brand? 


In total. 


Q. Right. So that basically this 

shows that there were 2 8 generic typS products cf 


cigarettes. 


2 8 different styles of generic 


type products. Lot me reword that. Seven different 
styles of generic prooucts, with four or anas. 

y. For a total of 2 8, though?® 

A. Yes. 
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on t-iae 6 enure is sc.;, n a.m- 


vntinc in me upper non t-har.c corner 


nuriiDcrs r epr esc- r.t ? 


me nanawritinc. 


already in plan? 


Teat's veur nanewri ti ng? 


Can you exoltir: wna: mo;; 


Mv copy is nor legible as far as 


Dees tne handwriting perhaps say 


I'm not sure. Dc you have 


another copy I can see?;. 


through -- 


(I r. tii ca ti ng.) 

A1 re^ov m plan. 

Can you explain whar tnat refers 


May I see the plan? 

The five-year §1 an for '84 


Yes. May I have your calculator? 


Sur e. 


I'm afraid I con'c Know whar 


cn c so nurn or r s r er c r to. 


Do you understand conceptually 
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wnct. tnsv refer es opposed to now you actually 
calculate them? 


0 Q. Was your department at all 

involved in assisting in c:;c preparation of tno five- 

year sales vc.eu.das that are in cne five-year plan frc:u 
d' 

1984 to 1 988? 

A. Yes. 

0 

Q. Do you know whether in 

calculating those figures B&W took into account some 
canniDal iz ati on from generics? 

A. ° Yes. 

Q. you Know whether or not when 

Brown & Williamson calculated its projected volume 
loss to the economy seamentd'a s it appears on Page 6 of 
Wilson 3, they toos into account tnat the five-year 
plan which had already reflected some cannibalization? 

A. Would you repeat that question? 


oa ck? 


record.) 


MR. TOPMAN: C»n you read it 


(The court reported read the 


HR. KLG'iV: ODject to tne form. 
Tne answer is no, I do net $Kr.ow. 
Would vou turn to the chart 
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J 


S 


1 


j 

4 

5 

6 
7 
6 
9 

10 

11 

12 

13 

14 

15 

16 
17 
1 6 

19 

20 
21 


1 9 7 

wnic:: is cr.cxu.eo Trading Profit Effect. Of E £-7 
Entering Generic iicrKEt Slack u White/Private Labels 
ir iiiiscr. Exmoit 3. for identification, the May 15, 

1 9(64 ao current. 

nx\. x\L OTc 7 95 21? 

MM. To; Yes. 

Q. Do you nave tnat, Mr. Keger? 

A. Yes. 

5 

y. The trading allowances figure is 

a dollar 6 b per cthousand from 1 984 through 1 988, 
cor r ect? 

A. ° Yes. 

Q. Dp you Know the composition of 

any of the elements of that trading allowance figure? 

A. Me, JP'ac not. 

y. Do you Know whether it was 

anticipated it would include a volume reoate? 

A. Your question is -- woula you 

repeat the question, please? 5 


recoru.) 


(Tne court reporter read the 


22 

A. 

Mo, 

I'm no 

t aware of it. 

<5 

23 

V). 

Do 

you KnO’ 

i." who l r. tn i r ins net 

2 4 

department prepared 

thi S 

tr adino 

pr of it effect ® 

25 

statement? 
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a. Tiiere are no initials or. 

cccu.ttor.t, so 1 gc not Know* 

u. Do you nave any recollection cf 

flavine any co r.v er so n one. aoout tms document witn 
a liy oo ay at B r gw r. a ,,'ilii am son? 

. A. I'n sure I aia, I have r.e 

specific recollection, tnough. 

Qs Tnc incremental overhead rare 

per thousand cigarettes i rom 1984 -- 
A. ° Yes. 


thousand, correct? 


-- is reflected as 50 cents per 


Yfe s. 

And it also goes up in 1 988 to 


>3 cents per tnousanc, correct? 

A. In 1 9 88? Yes. 


Q. Is that an-fi nf 1 ati on factor tnat 

you built in using 50 cents as the base? 

A. Yes. 15 

Q. In the footnote it says: "1985 

P- 

and forward assumes the same net price relationship of 
generic to full-priced products that exist a£ present 
(55 percent of f ull-priced) . " 


•Taat means tnat this trading 
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profit statement was Pa sea or; tne a s suit, pt 1 or. tnat :i 

fuil-pricec oranaec cigarettes went up a certain 

amour,r, tut price or Browr. a. Williamson's generic at 

iicsc once would go up an amount sufficient so tnut 

the new list price tor generics would be equivalent tc 

6 5 percent cf tne new list price for tne full-price 
vJ' 

Drandea cigarettes? 

A. Tnat's correct. 

5 

Q. Were you present at any 

presentation or odi scussi on of what is marked as Wilson 

3, for identification? Tnis generic proposal. 

o 

A. I aon't recall being present. 

Q. W^s there a presentation made to 

Brown & Williamson senior management witn respect to 
this proposal as is reflected in Wilson 3? 

A. I don't r ecall. 

Q. Turn to trig., trading profit 

effect statement that we've been talking about. 

A. Yes. o 

Q. Stamp No. 7 9521 . There is some 

handwriting at the top portion of the pa§e. 

A. Yes. 

P 

Q. Tnat's vour nanawritinc? 

A. Yes. $ 

Q. V,’oula you read it, please? 
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pie^se? 


do vcu neve a n:ore leciuie copy 


(Inwcs tins.) 


It. say Si "June — which is 


mariieu cown t.c 1 9G5 ior some reason — "60 percent cf 
segment wnicn is growing tc" -- I can't -- I believe 
your copy is more legible than this one. 


r ecor c. 


recor a.) 


You are welcome -- off me 


(A discussion was nela off the 


o Will tnat nelp? Probably not. 


You can look at mine, but I filled it in. I put 


pencil over it. 


it up to — 


Wei 1, if you fillec it in -- 
O' 

All right. 

So I can't — ■ 

•f 

Where are we here now? You read 


To to sometmng. 


Q. Then just pick up £.rcm tnere. 

A. "Of 10 percent by 1 96 8." May I 

sec that bac< again, please? Then over to t&e riqnt 
it says " 80 - 20 - private label." 

© 

Q . Do ycu recall what you meant uv 
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2 

3 

4 

5 

6 

7 

8 
9 

10 
11 
12 
13 
1 4 

15 

16 
17 
1 8 

19 

20 
21 
22 

23 

24 

25 


201 


tfi at? 


N o, i c.o no ^. 

Q. Was it your understanding :n<.; 

tne volume riqurs projected in tais trading profit 

o 

tfrect ior 1085 of 15.2 oiilion sticks included t:.^ 
ussiir. pt l cr. mat oy June cr 1505, E L.i woula be navinc a 
sales v'dl urn e at a rate ot 6 0 percent of tne generic 
ousine s s? 

A. As far as that assumption, at 

tnis time I think we may be able to find tnat in the 

o 

do cum er.t. 

o THE WITNESS: I thought I read 

it some place. 

Q. Would you look at page 13 on the 

financial implications? 

A. Tnis says 6 0 percent partici¬ 

pation by 1 988 m the Black & White segment. So why 
that is marked with a line in June and then marked 
with a line at 1 985 , I'm afraid I don't know. 

5> 

(The luncn recess was tahpn.) 
****** 


e 
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